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New Look at Dollar Problem 
Solved or only Suppressed? 


BY PROFESS 


fue dollar gap seems to have closed. 
Since the middle of 19 
account of the U.S. 


2 the current 
balance of pay- 
ments hi 


librium: | 


been practically in equi- 
oS. exports and Imports ot 
eoods and service have 


almost 
exactl balanced. On top. ol 


balanced current account there has 


heen i mall trickle Ol private 
capital exports from the United 
States and a reduced though still 


ubstantial flow of U.S. covernment 


reign aid. The ne result has been 
million 


collai 


an mecrease ot over 2.000 
the eold 


reserves of the outside 


and 


dollars IN) 
worl 
Chis beine so, is there any dollar 
problem left? If balance-ol-payments 
criterion, 
admit that the 
problem, for the time being 


statistics are to be the sole 
then I think we must 
at least, 
look a little 


has vanished. But if we 


more carefully behind the balance- 
find 
that a dollan problem, even now, can 


reasol 


ol-payments statistics We Tha’ 


said to exist, for a number of 


I First. reserves of gold) and 
dollars are, on the whole. stl 
relatively low in the world outside 
the United States. The gain that 
occurred iN PO52-593 is am dest ail) 
that sull leaves e clecres { inter- 
national liquidity { bel lat 
wa regarded — be e the var 2! 

l 1 AN 


OR RAGNAR NURKSE 


Columbia l N2VE?Y 


normal and desirable in relation to 
the dollar volume of trade. 
ments are understandably 
to give up their trade 


restri tions. Lie laudin y 


CGsovern- 
reluctant 
and exchange 

trictions on 


convertibility, as long as their buffer 


stocks of gold and dollars are so 
inadequate. [he que mot reserve 
is fundamentally inseparable from 
that of balance or imbalance in the 
How of international payments 

2) A second reason for caution in 
interpreting the U.S. balance of 


payments for 1952-53 1s that the 


position in that period was a little 
unusual. ‘Lhe twelve months from 
mid-1952 were marked bv boom 
conditions in— the United States 


combined with a certain amount of 


slack in the economy of Great Britain 
and Western Europe generally. We 


have vet to see what sort of balance 


can be matintained tn a 


period of 
slackening in the United States and 
full activity in Europe. 

Thirdly, about 


Improvement in the world’s current 


rqu rte 
balance of pavments with the United 
States in the last four or five vears 


has been due to a special { tor: 
Sach 


and services, ma 
This 


an increasing 


abroad. 





purchases, is 





200 ECONOMIK 


large, on the state of international 
political tension rather than on 
normal economic forces. It is de- 
pendent presumably also on the 
willingness of Congress to allow 
military purchases from foreign in- 
stead of domestic American sources, 
and this, apart from political factors, 
may vary with business conditions 
in the United States. 
1) Lastly, we must remember that 
the world’s demand for dollar goods 
is foreibly kept down by trade and 
exchange controls imposed on 
balance-ol-payments grounds. ‘To 
this extent the problem of disequi- 
librium is suppressed rather than 
solved. .\ ‘potential’ dollar gap may 
stull exist even if the accounts as 
ctually realised are in_ balance. 
Much of the improvement in 1952 
nyust have been due to stricter con- 
trols and discriminations, including 
the drastic import cuts of the sterling 
area last v . What we want is not 
nting balance. but a 
balance that can be maintained 
with, of course, possible swings in 
either direction—without the need 
for the obnoxious discriminatory 
restrictious. We have to keep in 
mind here not only the restrictive 
trols affecting especialls dollar 
rts. but also the government 
bsidies and other special measures 
of assistance designed to expand the 
production of commodities now 
largely imported from dollar sources. 


Such direct 


sistance amount ly 
protec tion quite equivalent to, 


DIGEST 


though perhaps more effective than, 
discriminatory import restrictions. 
Another form olf discrimination that 
may have kept down purchases from 
the dollar area is the European Pav- 
ments Union and the trade liberal- 
isauion programme which applies to 
each member country’s impo ts from 
the rest of that group but not im- 
ports from outside. 

dt as impossible lo know what the U.S, 


7 


balance of payments would have been ip 


, a os 
the absence of these various forms of dis- 
crimination. but it seems quite likely that 
instead of the approximately even balance 
} . . , ; 
actually real vd D /le di sicle t wid y)) 
1952-53. there would still have been 


Sl abl defi it. 
* * * 

For these reason lL fee} Lirat 
would be rash to hatl the latest 
development the dollar balance 
ol pavinent as. a. TEvirn to funda- 
mental equilibrium’, The improve- 
ment is encouragine: it should con- 
vince even the ceptics that the 
position 1S not as hopeless as some 
have belie, ed it to be. Yet the present 
balance is precarious. It is a position 
of equilibrium on the surface onl 
superficial rather than fundamental 
equilibrium. When we take into 
account the need for more reserves. 
the role of American military pur- 
chases ancl the existence of dollar 
import restrictions in the soft « 


rencyv countries, we must. I thin! 
admit that despite the favourable 
statistical howing a dollar problem 


still exists in the world even now, 





AUSTRALIA IS PLEASED WITH HER POSITION 


\ ALIA’S nt financial year (1953/4) 1s unique in that a condition of practically full 
iplovment is accompanied by a price level which is virtually stable. Never before in thi 
ration in this coun has such a situation been attained. And the implication that th 
onomy is 1n an ex¢ ptionall: well-balanced position heightenc 1 by the fact that it 
: her stimulated internally by deficit financing nor threatened at present from abroad bv 
) i I pay it 
\/ 4 Val Bank f Au al Vielbourr \f I I 54 
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Forward from E.P. Union 
To Fully Multilateral System 


BY PROFESS 


[Hy system Ot world lias 
made substantial 
rigid bilateralism of the pre-E PI 


period to the present time. 


payments 


progress Irom tne 


The Union provides a mechanisin 
settlements fo1 


Id’s trade, 


of multilateral some 


{O per cent of the wot and 
the bulk of the trade 1 


criminatory 


non-dis- 
as regards other mem- 
Another 40 pet 


cent of the world’s trade is conducted 


bers of the group. 


in dollars and convertible sterling 


while a emainder 1: 
“ | 
ible sterling 


portion Of the } 


] | 7 
financed with mconvert 


which is wansferable with few excep- 
{ions throughout tne entire none 
dollar world. Neverthele . dl pite 


of the opportunities for multilateral 
settlement: l! non-dollat 
a large part of the no | 

the European’ Pa 


bilateral 


outside ments 
Union is conducted under 
trade and payments agreements. 

There is little rea 
the existence of this bilateralism on 


son al resent [o1 


balance ol payinel tS erounds and 


facilities ought to be developed for 


bringing it into the areas of multi- 


lateral setthkements provided by the 


sterling and the EPI This 
the 


systems. 
is. particularly important il 


Kuropean countries move toward 
eveneral convertibility, since the large? 
the area of multilateral settlements 
will be 


for earning convertible cut 


the oreateél the possibilities 


rencies 


and so the ereater the stability of the 
system. 

The central Pp} bole | creatin a 
fully mululateral payments system is 
the converubility of sterling and 
other major EPU = currenci held 


if / } , p , I natine 


OR RAYMOND F. MIKESELI 


University of Vireir 


by non-residents. If such converti- 
bility were accompanied b the 


quscrimimnator 


elimination of all 
trade practices o1 the part of Western 
Europe and the countries associated 
with them in. th monetary 
areas, the field for bilateralism would 
be very narrow. accounting for les: 
per | 
commodity 


samme 


than 5 cent of the world’s 


rade. 
Sterling Less Important 
It is 
virtually 
tem 


sometimes argued that a 


complete multilateral svs- 
| 


J , 

would be re tored 1] sterimne? 
ae 

become a convertible cure 

1 


rency at ieast 


holders. ‘This is 


were to 


non-resident 


LO} 


an oversimplitica- 


tion. Trade financed with incon- 
vertible sterling probably account 
for less than 35 per cent of the world’s 


total, and trade financed with dollars 


ned an wertibie iepaniolé 
ant otne convertible currencies 
accounts {01 perhaps 40 per cent ol 
the total. 

4 J j / 

Sterling 7s léSS mportant a ntere 
natr nal f) Tpment median than il cas 
be} Ve the war. In spite of B) fort 
/ - , , 4] / j ] 
lo increase the use 0; eriing as a medium 

ys 7 J 

r multilateral settlements. sleriinge trans- 
/ L , 22D " ; j / 
Jers between non-sterling countries 

; J 1? 
amounted to ont) / wie) ”) lon In 1952 
The recent ¢ “par ”? f 4] tran rabli 
account system may result in apr nerease 
in the use of slert) g. 


Not only would sterling converti- 
bility alone leave at | 
world’s 
criminatory 
but there 

hether or not sterling 
alone’, if the 


Dehart nt af B Princet 5 


Cast a quarte 
of the trade on a dis- 


| tibl : 
and inconvertible DasIs. 
. oe . 1 | 1 
is considerable doubt 
1 . 7 
could roy) it 


rest of the non-dollai 
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world were then to discriminate countries whose trade among them- Ll pa 
against Britain as it does against the © selves is relatively free of restriction mits 
dollar area. It is even possible that) can reduce their discrimination and 
some of the outer sterling area mem- against the dollar area while main- men 
bers would continue to trade on a taining nondiscriminatory trade who. 
discriminatory basis with inconver- among themselves, each member i mec 

tible currency countries. Indepen- — relieved of the danger of the loss of I 
dent sterling area members conduct export markets to sellers in other mec! 
a portion of their trade with one members of the group. All membet etl 
another and with other non-dollar will of course face the possibility of acco 
countries under trade-quota agree- losing markets to competitors, say in BE. Pt 
ments and in a few cases have — the dollar area. but for anv countr om 
actually negotiated separate pay- embarking upon convertibility and coul 
iments agreements with non-esterling  nondiscrimination. the problem of curl 
countries, adjustment is easier, the wider the the 
5 area of multilateral trade. mon 
Iwo Approaches A gradual approach to converti- ban! 

[here are two approa hes to the — bility for a group of countries whose ster] 
restoration of a multilateral system, trade among themselves is largel vert 
amely, the individual country ap- — tree of quantitative restrictions would cent 
proach, and the regional or group require a_ progressive relaxation. of 

approach. discriminatory trade restrictions Pro 

hose who favour the country-by- against: imports from outside the N 
country approach have frequently — group. Such relaxation, which would fill 
been critical of the European Pay- involve placing a progressively larget poss 
ments Union on the grounds that it percentage of all imports under open how 
has delaved the resumption of con- — general licence, should of course take par 
vertibilit by the stronge! members place without tightening restrictions Cri 
of the EPU system and that it has on intra-group trade. In fact. it the 

resulted in the establishment of a would be desirable for the EPI I 
eli-perpetuating soft-currency bloc. countries gradually to expand the fini 

Che regional or group approach to proportion of their imports undet ised 

a fully multilateral svstem begins world open licence while at the same con 

with the formation of a system of time continuing to increase the per- witl 
multilateral settlements and non- centage of liberalisation of intra- dea 

discriminatory trade for a group of | EPU trade. Indeed, if in the process hol 
countries with close economic ties of becoming nondiscriminatory ing 
and then proceeds with the pro- EPU countries found it necessary mo 
rressive removal of discrimination substantially to tighten up_ restric- ou 
against the outside world by all tions against one another, it would CO} 
members of the group. The chief be an indication that as a group they mo 
advantage of the group as opposed to were still in fundamental disequilib- dex 
the country-by-country approach is — rium with the dollar area. bil: 
that it reduces the tendency of the : als 
ececeoneeti: ghmbiiaben’ tay lie. Payments Mechanism Tr 

iminate against a member who Any substantial relaxation of dis- wh 

pursues more liberal policies on criminatorv controls }y the EPt is t 
imports and payments with non- members against the dollar must be me 


member countries. If a number of accompanied by the introduction ol bat 
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i a payments mechanism which per- consistent with central banks agree- 
4 i 

mits the running of continual deficits ing to support one anothers cur- 

n . and surpluses between individual — rencies in their own markets and to 

l- i members and the EPI area as a settle excessive balances at ie end o 


e whole. A number of payments each accounting period. 


+ 


mechanisms are possible, including: A third tec hnique which is likels 


yf 1) the use of the EPU settlement to be continued in an iture em 

1 mechanism with 100 per cent vold of converubilit is that of ex 
ettlem il al tne end ol each sOMEe control over nmon-re 

I iccounting period ; 2) the use of the COUTILS 

MPU system as in (1) above but with 


If E.P.U. Continues 


ome provision for overdrafts for 
| countries with overall deficits on Alternatively, if Britain were to 


current account; (3) the abolition of | conunue n 


] l 
( the EPU structure in favour of © sterling holdings of EPU members 


monthly settlements between central might be convertibie on/y through the 

ie banks; o1 ettlements through EPU. This represents a fourth tech- 
a ae . , Ai 

e sterling which has been made con- nique developed during the post-wan 

“4 3 : 1 1 1 } } { oe. ~ ] ’ ] rae | = { r 

vertible for balances held by foreign period, namely, settlements of ne 

| central banks. balances through a clearing union. 

{ Such an arrangement under a fully 


Probable Developments 2) eke eee ne 
multilateral EPU system would mean 


No attempts will be made here to that members would not be able to 
| fill in the details for these or other convert their surpluses with other 
! possible tems. It Way be well. individ ial members int lollars, rut 
however, to consider the possible only their net surpluses within the 

payments techniques which m yroup. In some respects the effect 

° emeree from the developments of would be the same as in the case ol 

e recent past yilateral se ments amo he mem- 

] f all € pri ciple of con- ) nu ! technique vould have 

finine exchange dealin to author-  certat ad es ove bilateral 
ised ' nks ind dealer 1S likely to settlem« it, First. there vould be 
continue. This practice, coupled some conserva ) yt reserves a d a 

. with that of requiring authorised reduction of the number « rold 

. dealers to turn over foreign exchange — settlements. Second, if an arrange- 
holdings in excess of minimum work- ment were worked out) wherebys 
ing balances, provides a means of countries would pool a portion of 
mobilising foreign exchange re- their reserves in a clearing union, 

- ources and of achieving a better would be possi le to extend over- 
control over speculative capital draft facilites to debtor countries. 
movements, A second technique The reserve position of the clearime 
cle veloped out of the experien e with union could be strenethened further 
bilateral payments agreements and — by limiting gold settlements with net 


mt 
also employed in the operation of the — creditors 


{ 
‘Tripartite Agreement of 1936 meeting defi 
which is not likely to be abandoned, Hence members with overall sur- 
is to confine gold and dollar settle- — pluses would not draw in gold t 
ments to transac tions between central amount of their surpluses the 


hanks or treasuries, This would be — clearing unio: 
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Retaining these techniques and the 
regional clearing union device would 
give rise to special problems with 
respect to the trade of members with 
non-dollar outside the 
Union area. First of all, it would 
probably be necessary for the EPU 
coul tries to terminate or revise all 
payments agreements which called 
for the acceptance by EPU members 
of inconvertible balances, inasmuch 
as. PU would not be 
permitted to employ discriminatory 
measures in order to avoid the 
accumulation of inconvertible bal- 
ances. In other words trade with 
the non-dollar area would have to be 
financed either in fully convertible 
currencies or in the currency of an 
EPU country. Currencies of EPU 
members held by non-dollar coun- 
EPU area mieht 
convertible for 


countries 


countries 


tries outside the 
be made current 
transactions, provided the holder 
agreed not to discriminate against 
the EPU Alternatively, 
h balances might be made trans- 
ble to anv EPU member. T] 
if Beleium 


( oOuntry . 


VES, 
received sterling from 
Argentina in payment for current 
transactions, Belgium could present 
these balances to the EPU at the 
time of the monthly clearines. Still 

nother alternative 


expand the 


2 = 
Would be to 
EPL to include new 


muntries. 
Phe methods of settlement sug- 


cested above would be quite CON- 
istent withthe EPU arbitrave scheme 


presently in operation. 
} 


Advantages of Retaining EPU 
There are ce riain advantages to be 
EPU: 
1) The EPU and the associated 
trade liberalisation programme pro- 


derived from. retaining 


vide an oreanisation for a eradual 
elimination of trade discriminations 
ind for the |} rdenine 


of settlement 


without endangering the liberation 
achievements of the present intra- 
European trading system, Abandon- 
ing the system in favour ofa country- 
by-country approach to converti- 
bility, on the other hand, might 
result in a revival of discrimination, 
especially against the countries 
attempting convertibility. 

2) The EPU could continue to 
provide short-term credits for over- 
all debtors in the system. 

EPU 


would provide a standby 


3) The retention of the 
structure 
mechanism for maintaining at least 
multilateral 
settlements should the recurrence of 
the dollar shortage lead the rest of the 
world to increase its discrimination 


‘ . ] ‘ ' 
a regional system ol 


against dollar imports. 

1) Retention of the EPU system 
may provide a means of moving 
toward de facto world-wide converti- 
bility by means of payments tech- 
niques which ha 


1 
tne post-wal 


ve developed during 
which 


period and 
; ’ ae 
nations have found to be effective in 


controll ¢ 


ns of their 


Se tel h- 





: ike: é : 
niques are ae ioned to achieve better 
1 . 1 
contro: over capital movements. 
Mat of these same a 


( 
ee ie Sa 
ii \ ul 


vantages 
le scrap- 
ping of the EPU in favour of a 
broadening of the sterling transfer- 
able account svstem alone the lines 

| 


developed by Britain in 1946 and 


[Q47. 


politic a 


But aside from the many 


complications, there are 


reasons for doubtine if sterling is 
likely to have the 

the kev currency for px 
Alternatively, thet 


Al ! 1€\ ed 1, 


streneth to become 
st-war Kurope. 
could also be 
a system of central bank 
co-operation organised by the Bank 
for International Settlements or even 
by the Monetary Fund. But the 
EPU and the OEEC have several 


veal of snecessful experience. 





IN 

sad 
nat 
tow 
Care 


mus 
this 
SOT 
inte 
mai 
\ 
ext 
ere 
its 
Noy 


bas 


abl 


lien er 


NO 
fe) 
aT) 


Case for Free Exchange Rates 


BY W. M. ScAMMELL (Uni 


free exchange 
} 


IN 1944 rates were 
sadly and the Inter- 
national Monetary Fund was hostile 
towards them from the outset of its 
Now, after a 

} 


mists are havi! 


out of fashion, 


Careci. decade. CCOMO- 


second thoughts on 
1 


and the 


this matter, NeCESSILY tor 


some variable factor, through which 


international adjustment may be 
being realised. 
the Fund’s 


matters is probably 


made, j 
Since 


exchange 


influence in 
rate 
ereater than in any other 
its work, and since opinion appears 
the 
namely the adjust- 


1 . = ! 
now to call in question whole 


basis of its policy F 


svstem. it Is necessary to 


able pe: 
examine the present case for free 


] | 
rates more closely. 


Arguments Considered 


Advocates of the par-value svstem 
laim that it has three advantages: 


world trade tlows more quickh 
* ; 


nd easiv when there is confidence 


rate will 


2)ina period of 


that the existine exchange 
continue in future: 
extensive overseas investment and 
development pl rns. such plans might 
be impeded by instability in rates of 


exchange: yi) a stable rate svstem is 
world of currency 


the 


more suited to a 


areas (such as sterling area) 


where a free rate for the common 
currency might be a bone of con- 
tention within the area, 
; but 
the away from 
support of the Bretton Woods system 
shows that they 
weight thev did formerly. 
Che argument—that 
rates help the tlow of trade 


hese are strong arguments, 


swing of opinion 


] 
no jonger carry the 


fixed 
is not 


first 


From Wi 


f Sort 


branch of 


Evchance Rates?, Westminster 


ersily College of \ rei I! l 


strenethened by the history of the 
post-war years. Eve wie an 
exchange rate varies from da »da 
the trend of the urren tui 1 
the market can usually be assesse 
When the balance of payment 
the count concerned j in equi- 
librium. the rate of exchange is not 


| 


likely to alter ereatlhy in such a 


period as the average trade 
takes to 
disequilibrium the 


Pyle’ be 


forward ¢ 


trans- 


action complete, while in 
trend of the 


market judged. In either 


case XKCNanVve Markel v1ve 
protection. 


But 


peg system the pointers are 


with the adiusta 
incertain. 


lraders may be kept for me 


suspense awaiting a revaluation 
which may or may not take place. 
Moreover, even li he time of 
revaluation Cal be ouessed the 

itude of the change cannot: in 


the summer of 1g49 trade and pay- 
ment ere disrupted | the uncer- 
tain! rrounding the tuture value 
f sterline. While it impossible to 
a\ Oo wl e! ternational 
trade may be discouraged | 1 ilree- 
rate svstem, it Li ftie to beheve 
that the | t 


which flows from the existing prac- 


tice of alterine an exchange rate 
sige : _ 
lone aiter 1t Nas bHec OnpVIOU to 
ll that an adjustment pending 
’ 


Experience and a sober weighing of 
the alternatives has done much to 
rob this ‘trade inte 
ment of its force. 

As to the second argument, much 
has been made by opponents of free 


rates of their supposed adverse 


upon long-term overseas 
a 


investment, Yet it 1s hard to see tha 


influence 


Bank Review 
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decisions whether to make or to 
accept loans of lone date, such as 
those floated for pad ece ise pur- 
Iver ely affected 

adjustable 


her event neither 


poses, can be more ac 
by free rates than by the 
peg system, for in eit 
lender nor borrower can surely 
expect that the exchange rate in 
which he is interested will remain 
stable for decades. If free rates can 
do more than stable rates to adjust 
external balances and prevent recur- 
rent balance-ol-payments crises, the 
effect on international Jending 1s 
likely to be beneficial rather than 
otherwise. 

‘The third argument—that the 

stem of currency areas makes 
a rates necessary—also has lost 

The sterling area is typical 

a regional payments group, and it 1s 
one whose s imework was cast in the 


nineteen-thi , when the rate for 


sterling was free to fluctuate under 
varket influence. The forces binding 
market infiuence. Lhe forces binding 
the countries of that system to the 


roup are at least as strong as was 


| +] | | 
the the case, and are probabl 
2 ! ! and there eems no reaso 
, ' ry 
» SUppoOse t t trv ould be ime- 
: } . { ! 
} irec FY eres QO! to ree AE age 
‘ ] { ly 
erling rate, taken alter c¢ bLatior 
ri the membe: 
ri ] 


Thus the stock arguments against 


a free-rate svstem have lost much of 


whatever potency they might ever 
have possessed. That is not sufficient 
eround however for adopting such a 

tem and rejec ting its alternative. 
‘ther there has 


adjustable pe: 


ystem as a result of the I.M.F.’ 


Disabilities of Freedom 


At least three disabilities of that 
cystem have declared themselves and 


] ] 


we shall lool these in turn 


pment of 
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The first and most incontrover- 
tible is that the pegs VSteIl. .Chi- 
courages currency speculation, 
which, in spite of the thin-meshed 
1 I, 


) 
) 
+] 
t] 


et of exchange contr can imperil 
ie stability of a currency and make 
it impossible for a rate, once it fall 
under suspicion of impending de- 
valuation, to be held. There is no 
doubt that speculation against Sler- 
line plaved a role in brineine about 
that currency’s devaluation in Sep- 
tember, 19q49. The 
France, Canada and Australia have 
all been t! eatened in the same Vay. 
Apart from its effects, the fact that 
the form « 


currencies = O} 


speculation Is a one-way 
opuon which may be indulged i 
without fear of loss and serves no 


furthe 


constructive purpose 
reason for ending it 

second disadvantage of 
the pes system is that too often the 
rate does not reflect the existing and 
true cost-price relationship between 
whi h 
countries 


two currencies, but one 
existed formerly. When 


pursue different domestic econom 
poli ti ( l-price relati nships altet 
i 

Irecue d even if changes 1n 
the excha ey r vere m cle ten 
t is hkely that ( would reflect 
esterda ( iti rather than 
those ( fa \ TI >I, MI.F. ha heen 
he tile to frequent es inves of a rate 


of exchange, and experience has 
shown that its definition of a ‘fun 
mental disequilibrium’ is sucl 
it will approve a rate ¢ hange only in 
circumstances amounting almost to 
crisis. Where the necessity for change 
ha to be proven in this laboriou 
fashion. the situation mav be bevond 
ws ag he time the change is made. 
; Lastly, has it not proved a 
Europear 
countries and to the sterling area to 
have their currencies rigidly linked 
to the dollar? Has not this Intl 


cause of instability to 


| 


estas nasa 


be 
in 


ci¢ 


ar 


la 


oon cern reernnasatnsNE H: 
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ensured that the p. t ever’ up- shock Lo the OVeLYsea ste lh y area ol 
ward or downward movement of the the sudden drop 1 American de- 
mercurial American economy has mand as the boom collapsed. In 
been communicated to these other one respect the demands made fon 
economies? In the summer of 1949 terling revaluation in early 1951 
the inventory recession in the United may be viewed as a rebellion again 

States caused the decline in demand the rigidity of the fixed-rate system. 
for European nd sterling area Che fact that 1f such a revaluation 
exports which led to the devaluation — had taken place in the spring of 1951 
of sterlin: and all the Olt « rrencies. it would have had h rt-live | benefit 
Would it not have been better if the and would have inte fied the 
decline in) American imports had United Kingdom’s embarrassment 
been met by the stead: depreciation in the autumn of that vearstrenethen 
of the soft currencies? Later, in the rather than weakens the case foi 
second part of 1950 and in 1951, a reater freedon f rate For ch 
fresh increase in United States prices rapid swings in relative prices the 
and the primary commodity infla- system _ ol man ed il¢ xibilits 1S 
tion caused ay Ame ahh SLOE kpiing insulted, and the much to be 
turned the terms of trade sharpl ud for a method of foretgn balance 
against the industrial countries. The adjustment wilitcl progressivel; 
United Kingdom suffered heavily as invoked as imbalance develops. 

the deterioration in her terms of trade 

caused her balance of payments to ? : 

become adverse, while the rise in het The theoretical arguments, peri- 


lmMport prices TaAVe a fresh fillip LO ENnCce OF i $ ci l 
domestic inflation. Both the United L.AL.F. to work the a table peg systen 


Kingdom and the overseas sterling successfully, point to the abil 
area would have been spared much = of abandoning that system in favour of 
if subject to the approval ol the ne of freel Mi ne ral 

latter) sterling had been allowed to There is no reason why such a 
appres iate slowly LO the peak Ol the S stem should not be ACC ep | DY the 
inflation (while the overseas sterling © Fund and embodied in its working 
area still had a dollar surplus and the Phe position of the Fund uld not 
demand for sterling was in excess of | be impaired but might well, in the 
the supply) and then to depreciate long run, be strengthened, for the 
as the inflation subsided. The initial Fund in its present position ha 
appreciation would have protected everything to gain 1roin a re dar- 











the British price level from the more ing and experimental policy. But 
extreme effects of rising import great care should be taken in framing 
prices, while the subsequent de- the modus operandi of the new I[ree-rate 
preciation would have reduced the — system. 

BANK-RATE UPS AND DOWNS 

By ALAN PEACOCK 

Bur one t J ! ( é the bank rate. It car ait j ntuiy by a 
bland moun id | Thread lle Stre I I n 
on our constitt that Parhament keeps a close watcl n tax ¢ 
in the bank rate which may affect the fortunes of all, just as taxes Go. remains tl rerogatiy 
ol t Bank a 1. | rv. M é hat 


> } > r 
ar is out. Broadcast. B.B.C. H 








Value of Britain’s 


Invisible Exports 


BY JOHN APPLEBY 


In ail the welter of statistics which 
were published in and around the 
ala ret there is one set which neve 
gets sufficient prominence: the figures 
for the all-too-aptly named invisible 
trade. 

This is partly, I know, because 
they are doubly invisible. Not only 
are they technically so, but, in fact, 
section it is 
im = ssible to find out what they are. 


over a_ considerable 
For imple: the overseas earnings 
ot meres , of insurance, of the 
commodity markets, of the oil com- 
and their tanker fleets) and 
’s earnings from royalties 
all lumped together 
but this heading 
dees not even appear on both sides 
of the account. It is only a net figure. 
For this obscurantism, the City itself 
is. I fear, largely responsible. 
Nevertheless IT make no apology 
lor repe atine the salient facts. Invis- 
ible income, totalled 
just over £1,000 m. In 1953, that is 
to say. invisibles earned rather more 
than a tl ird as much as our visible 


pani \ 
the country 

] 
are not oni, 


| is ore 
under one heading: 


evehl aS SHOWN, 


Phe main contributors were 
‘other net’ items 
£298 m. £272 m.), and 
£68 m.). On the other hand 


imports, not counting ex- 


exports, 
shipping (£370 m. 


: profits 
tourism 
invisible 
penditure b the Government, was 
only £554 m., that 1s to say, less 
le imports, 
surplus of 
difference 


than a fifth of our visib 
Without the invisible 
£474 m., which ts the 
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between these two fieure there 
would not have been a surplus on 
the balance of payments in 
all. 

I draw attention to these figures 
for a special reason. Just as our 
invisible account is important in the 
total balance of payments, so it is in 
the dollar balance. Actually in 1959 
the dollar invisible trade showed 
deficit of £56 m. Similarly, just as 
shipping is an important element in 
the total invisible account, so is it 
in the dollar invisible balance. 

Jearing in mind the cost of con- 
structing ships in the United States 
let alone running them under the 
United States flag, consider therefore 
this table of the age distribution of 
the main world fleets. (It appeared in 
The Financial Times in a different 
connection. 

Unless work trade comes to a full 
stop, surely in five 


IQ55 al 


and still more in 
ten years’ time there is great scope 
doll i] 


for an increase in (invisible 
exports here ? 
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Cheap 


Money Policy Defended 


A Critical Study of Arguments Against the Policy 


PROFESSOR R. F. 


BY 





Profe ssor Rahn is. perhap ’ 


mone economists in this controversy, but 


i? a minority) 


his case is Stated with characteristu force 
and clarity. 





[HE usual 
be brought 
policy 
would be inflationary. 

A wealth of 
concealed behind such a 
ia 


ensible. It 


argument 


which would 
a positive 
that it 


out against 


ol cheap money 1s 
mystical nonsense. is 
statement. 
something 
that the 


an, however, mean 


might mean 
policy would encourage the wrong 
things as well as the right ones—for 
instance, purchases of private motor- 
cars and ‘amenity investment’. That 
is true but it is capable of being 
partially dealt with by securing the 
co-operation of the banks and by 


Government control. 


Danger of Inflation 


usually 
means anv- 
thing sensible, that a policy of credit 
expansion will be too successful in 
stimulating investment, and that it 
will result pressure 
resources. Of course, anything car- 
far far. But 
exactly the true of 
initial allowances or anv other means 
of stimulating investment, if they 
were really The com- 
plaint that business men are failing 
take adv 


; ae la 
already available for the production 


The danger of inflation 


means. however, if it 


in undue on 


ried too is carried too 


same would be 


successful. 


to antage of the resources 


of additional equipment is a clear 


indication that monetary restriction 


has been insufficiently relaxed. 


KAHN (Cambrida 


But if monetary poli 
expansively rather than restrictivel 
an impasse will soon be reached, on 
the 
exports continues to be 
tained, and then the 
faced for restricting 


assumption tl 
aT 
Well 
need has 
consumption, o1 
at least for restricting its expan 

That seems the 1 
a policy of full employment rathet 


} } 1 


than to take up the slack in additional 


sion, 
ight way to pursue 


consumption and rely on 
to avoid inflatu 


restriction 
is what we seem to have 


Undesirable Stock Accumulation 


Anothet 
expansion is liable to re 
undesirable 
of commodities. 

This line of argumei ually 
much exaggerated. It pos takes 
its origin in a relationship between 
bank advances and stocks which, 
so far as it exists at all, 
any of the precision described in the 
text-books. It carries more weight as 


lit 
al 


stocks 


objec on | that cre 
uit In 
, ; 

accumulalion ol 
] 


} 1 


sibh 


inh 


it} t 
PLOLULL 


exists Vv 


an objection when business me} ire€ 
straining at the leash to build up 
stocks than at a time like the present. 
and it accords ill with the (amiliar 
observation that so many businesses 


are in a highly liquid state. 
Nevertheless, the argument ha 
some validity. The icks 
are the devil for a capitalist system. 
But that is not a reason for subjecting 


fact 1s that st 


Its economic progress Lo perpetual 
restraint. Fluctuation due to the 
erratic behaviour of stocks mnt be 
faced and accepted and here aeain 
we ought to trv toa ept the asso 1- 


ated ebb and flow of t 


Times, London, June 3 and 4, 1954 








ECONOMIC 


international monetary reserves with 
reasonable equaniniuty. 


Problem of Thrift 


4 they Joa) hiectian : le 
, rather popula pyection at thie 


moment to cheap money ts that dear 
money has encouraged thrift. That 

il] have done so need not be 
enied, but the extent to which it 
can have done S( Call easily he 
exageerated. In anv case there 1s no 
point in encouraging thrift if the 
means emploved discourage invest- 


ment. ‘The ieument could be an 


. { { ] . ici { 
argument for dear money only 1 
‘ther steps—far more drastic than 
the investment allowance, the initial 


| 


allowances or anything else which. ts 


] +> ] ‘ ‘ . 
likely LO e pra tical POC wert 
' 
take! lL ensure that resources re- 
, ’ 1 17 the ec] 
eased ! I meetune thre needs of 
uimption were activel ibsorbed 
Im the Capllal-GOOdS IMCGUSITIES, 


Next there is the argument that 
would be ineffective. 
Phere is a good deal in this point of 
view but the fa t that business 1S 
rathe. ULVESPONSIVE tO monetary 
policy is surely an argument for a 


strong dose raiher than a weak one. 


At the same time there is some 
foundation for all the talk of shortage 
of risk capital < d easy credit is one 
of the sobutios though in this field 
evel olut i very partial 


Those who 11S] thye Casi ql 
ee 
cheap mon we implicitly disimis: 
ing also the argument in favour ol 
the soft way of stimulating investment 
by encouraging personal al the 
expense ra) public savil . Mr PB. 
ble ide I il hij / nan ra) lin 
article ¢ Mare &. referred to the 
1 BS ] ry 
relatu ip between company profit 
| ( ' il expenditure by 


companies. and to the large reserves 





DIGES 1 


‘Id by many established firm 

But a global comparison of cor- 
porate savings and industrial invest- 
ment can be misleading. Mian 
businesses do in fact come to the 
inarket for finance, and t 

corporate savings exceed their own 


investment do not normally lend the 


lose Whose 


excess to, or buy shares in. the 
businesses which are short of capital. 
Nor is it just a matter of the ability 
and willingness of the banks to 
finance investment. It is a matte: 


also of the terms on which mone 


can be raised on the market and the 
liness of the market to absorb 
relatively large issue 


sue of a particular 


} 
company's shares without the neces- 
itv of a heavy sacrifice on the issue 
price, 

Not only are vields todav hieh. but 
the market is technicall 
[| directors pa 
hareholders and 


interests of their 


surely they often pay some? —it is a 


matter of prospective carnings vield 


which the existing shareholders 
must expect to have to give up to the 
new shareholders out of the prospec- 
live earnings of new capital invest- 
ment), running frequently at 15, 20, 
25 or more per cent. Even if atten- 
tion is confined to dividend vields. 
il is a matter, on the basis of the 
Actuaries Investment Indices, as 
brought out ina recent article in the 
Investors’ current 


vield on Ordinary shares averaging 


Chronicle, of a 


5-0 per cent, which compare with 


only 4.15 per cent at the beginning 
of 1947. 


Provision of Capital 


The rise in the cost of borrowing 
n fixed interest is also directly 


relevant. he discouraging effects of 
the se high ar Ids 1S not confined to 
the business which actualh raises 


fresh capttal Ol borrow it 1} ith 


orce 


One} 
tor 

prol 
orde 
only 
offe 
whi 


lore 


am 
and 
wit! 
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tan 
hor 
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vid 
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order to avoid having to incur such 
onerous terms that Boards of Direc- 
tO find it necessary to withhold 
profits from their shareholders in 
order to finance investment, but it is 
only the more promising projects, 
offering the prospect of high returns, 
which justify the sacrifice involved in 
forgoing higher dividends. Also many 
of the con panies which today own 
large liquid reserves can foresee the 
day when they will be exhausted and 
they are anxious to put it off by 
keeping within bounds their fresh 
commitments of capital; and in so 


far as thev hold their reserves in 

oilt-edeed securities they may be 

deterred from selling them by the 

prospect of gilt-edged prices makin: 
further recovery. 

It will be objected that what I 
am in effect advocating 1s a bigee: 
and better Stock Exchange boom 
with eilt-edged in the lead and 
carrving equities with them. It cer- 


1 
tainly is a fact that the present 
boom has carried The Financial Times 
fndu trial Ordi 1al\ index which 
conceals a wide dispersion of indi- 
vidual movements—see the leadi 


article published on April 3) to a 
level only about 7 per cent alx ve 
what it was at the beeinning of 1947, 
whereas the cost of the equipment 
which companies buy with the pro- 
ceeds from the issue of Ordinary 
shares has gone up enormously in 
the same period, 

Nevertheless. there is a political 
difficulty about the Government de- 
liberately encouraging the boom, 
and the additional consumption 
stimulated by Stock Exchange gains 


constitutes a real objection even 
though its probable magnitude is 


olten exageerate d and it represents a 
once-and-tor-all ratty than a cons 
tinuou absorpt ( productive 
resources, being the re it Ol a risé mM 


Stoc k Excha: e€ prices } ither than ol 
their being Avgh. The political, as 
well as the economi picture 1 
improved 


necessity, already mdicated, as soon 


as pressure (> resource Hees to 
hecome ehlective, Of a LO fh taxation 
policy carrving with it the 1.dea that 

—s led {ny y+ the *) 
restraint is caied fot ver the powe! 
to consume rathel Like Ove) the 
forces governin ( ! tive enter- 


pt Nc, 


Danger Point for Capitalism 


1) ! } rm 

Some would. nevertnetess, preter 

to keep the powder ol credit expan- 
: } Ose, 3 eantatel Cecuctagel 

sion adrv unti wis needed to hight a 


setbac k 


through 


! 1» 
reneth. bul } I { | tN 
until thre Split ol Le rprise has 
l DI | 
I 
| {] ] } the 
peCOMe QUICK revive ( hnere 
} ce. ¢ . 
IS no del ie tim ( unit Ol 
] 
}« ic rit 
} } 
| ele al t be \ cn itt 


dangerous t ignore the rules of the 
eame if the capitalist . tem ist » be 
made io work iently. erlous 
situation may ecessitate unp latable 
measures. As to the serio ess of the 
situation. I am happy to leave the 
last word with Mr Butler. » in his 
recent Budget Statement, id that 
the level of our industrial 1 stment 


‘6° 4) ] . | 
LS still too far Hbelow the corresponda- 


We achievement 1 ( U nite 
States, | 
unfavourably with the effort of some 
other countnes, whe re becomin: 


} : Ss 
our Keen T1Vais I 














Verdicts of London and Cambridge 
Economic Service 


I. U.K. ECONOMIC POSITION 


Ir is still necessary to be very watch- 
] ‘¥ 


ful of the American situation and of 


lis impact on the rest of the world: 


this is not, for example, the moment 
for any sudd 
verubil 


en plunge towards con- 
itv, but rather for the renewal 
of the European Payments Union, It 
seems, however, reasonable to adopt 


the provisional working hypothesis 


that the expansion in the rest of the 
) bo 1 

world can continue—but that plans 

] tld be prepared t ssartin te 

should be prepared to cope WIth less 


favourable situations if they emerge. 

So far as the United Kingdom is 
concerned, demand seems likely to 
expand by an amount fully adequate 
to match the increase in production 


Il. INTERNATIONAL 


A COMBINATION of cood fortune and 
’ ) e 


nereasl resilience has made it 


possible for the sterling area to ride 


thea | ’ ri t 4 . 4 
it) Carly month of the ymerican 
recession more SUCCESSIULLN than 


could reasonably have been expec ted, 
I 
cs ? i 

L his success has helped breed further 


iccess, in the form of the speculative 


treneth of sterling reflected in the 
ivi) sterling-dollar exchange rate 
nal a ¢ tinued inflow of short-term 


oneyv. Phe present international 
fidence in sterling could probably 


rvive small seasonal eold losses 


which can be achieved. Indeed, some 
rise above the present level seems 
likely to be shown by each of the 
major categories of demand. 

There is a danger that the high 
level of internal demand, while 
ensuring an expansion in produc- 
tion, ma\ prevent an adequate rise 
in exports; and also that sectional 


claims for higher incomes, by raising 
our Costs and prices, Way weaken 
our competitive power, and so reduce 
exports (and encourage imports 

possibly to such an extent that the 
level of production suffers, in spite of 
the factors raising internal demand. 


FINANCE (A. C. L.. Day 


in the summer (which still appear 
he recessio } 


quite possible but if tl 

; ; 7 f : 
should continue. it must certainly 
: ; Bite 
have adverse effects. If these effect 


come, a consequent reversal ol 
speculation might easily lead to a 
direct gold loss of some $300m. 
within a period of two or three 
months. For the United Kinedom’s 
own position, the worsening of the 
terms of trade in April, though not 
of great Importance in itself, may be 
a herald of a more permanent 


deterioration. 


lil. PRICES AND WAGES (R.G. 1D. ALLEN 


THE growing streneth of world prices 
of basic commodiues durine March 


and Anril is to be attributed to such 


factors as the unsettled situation in 
S.F. Asia and the need for the re- 


building of commercial stock 


. The Times Re e of Industry. I 
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allowed to run down in 1953. This 
ris¢é in commodity prices may be- 
come a general advance sustained 
over some months. In this case it 
must be expected that the British 
terms of trade will improve no 
further; but the balance of payments 
posiuon of the whole sterling area 
should be strengthened. 

Prices at retail are affected neither 
quickly nor very directly by move- 
ments im basi commodity prices, 


Llowever, for a variety of reasons, it 


is to be expected that the all-items 


index of retail prices will show some 
rise by July, i.e. before the seasonal 
decline which normally occurs in the 


late summer. Increases in wage rates 
awarded this vear have been vener- 
ally as high or higher than last vear, 
and more of them have been on a 


percentage basis in contrast to flat 


additions. If the retail price inde 
does rise appreciably in the next fe 
months the prospects of any abate- 


ment in wage demands are poor. 


IV. WORLD COMMODITIES (©. F. Carrer 


APTER the great upheaval in com- 
modity prices in 1950-52, an un- 
familiar calm has descended on most 
markets. Several of the prices record- 
ed in our table have moved within 
narrow limits for a full year: some 
like wool) are tending to move 
upwards again after a long gentle 
decline. Tea. coffee, and cocoa have 
been out of step, with marked 
mcreases Ol} price 


recently hOor- 
ferrous metals have, ( 


perhaps for 
temporary reasons, shown firmness, 
Sut the general lack of trend is 
shown in the import price indices; 
that for food, beverages, and tobacco 
has varied only between 99 and 102 
1953 LOO since January, 1953, 


and has remained at oq from 


October to March; that for basic 

materials has declined irreeularly 
E 

March, 1954. Yet this is in a period 

in which United States industrial 


production, which turned down last 


from 102 in January, 1953, to 96 in 


July, has been running a full 10 per 


cent below last year’s peak. The 
unexpected lack of response of prices 
has been attributed to the fact that 


they had already fallen so far, in the 
precipitous decline from the Korean 


peaks, that there was little chance of 


further falls: the momentum of the 


decline had carried prices below 
‘normal’, to a level where thev were 
adjusted in advance to the lowe 
American activity. Such an asserti 
is not capable of proof, but it may 
he true of some market 

It seems hl 
another important factor was the 


fact that the American recession was 


] . ] ‘ 
kelv, however, that 


so well foreseen. ‘There is evidence 
1 ~ ] 4 
that some commodity marke were 


aR: eC ie : re ae 
affected well in advance. in the earl 


part of 1Q55- For once, spe ulation 
has had the beneficial effect of 
steadying prices, because it has been 
based on a Col sidered | tified 
view of the future. But in that case 
the American recession iy well 
have been over-discounted, since it 
was generally expected to be mor 
severe than it has so fan wn itself 
to be: we may now be seeing the 
beginnings of an upward readjust- 
ment of prices. The possibility is 


¢ 


worth attention, because it might 
lead to a worsening of our terms of 
trade even if United states produc - 
tion hardly recovers at all; while a 
confident expectation that the re- 
cession was near its end might 
seriously upset the United Kingdom 
‘though not necessarily the Sterline 


Area) balance of pavment 
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Britain Must Co-operate with the ULS.A. 


The Argument from Economic Interest 


vy Rappa 
BY DARBA 


THe fear of unemployment falls 
Lcre society with almost as dark a 
shadow as war itself. If it can be 
shown that high and stable employ- 
ment can be secured only within an 
international framework, that fact 
alone is the strongest possi 
ment for abandoning a purel 
national approach. 

It is not difficult to prove that for 
Britain the maintenance of full em- 
ployment depends in large measure 
upon international factors bevond 
Britain’s control. And among these 
tors, the policies pursued by the 
United States are paramoi 

On the Left, this dependence iS 
used a3 one more argument lor ‘re- 
movine Britain from the American 


phere of influence’. ‘The American 


ket isi sdiblyans ble 
Mmarnel is incredibly unstable. so ru 
' : ' , ) 
the argument, and so long < Br 
epe er Ame rac | 
¢ L ext L, eve Tit I l! 
4 . . he 1] P 
Ymerican capitalism Ww COME { 


set Britain’s attempts to plan an 


tabilise 1tSs OWN economy, It is un , 


} 1.) ' 
eretore, tO work boldly 10} tne 
1 1 
eC} it Ci Lhe ci¢ MOpmMent cf) 
( and more rade with the st le 
eC’ OmMmies ( ¢ soviet [ no} 
| 1 
} stern | rape ali ( na where 
Tare 
vast markets lie for British manufac- 
ire¢ 


Fact and Fancy 
} } c 

But the facts do not hit the propa- 

: , ‘meer g 

ndist picture, Britain’s chief nee: 

' : ‘ ; 

are lor foodstuils, raw materials and 
pecialised forms of capital equip- 


1 
{ 


na ; 
ment. As the opjyective evidence ol 


/ n A [> 


RA WARI 


the Economic Commission for 
Europe has made clear, Eastern 
Europe and the Soviet Union have 
had only marginal supplies of these 
commodities available. Nor is this a 
short-term trend attributable to the 
dislocation of war and revolution. 
‘The aim of Soviet policy is the rapid 
industrialisation of Eastern Europe, 
and the pace has been so hot recently 
that far from food heing available 
for export, Eastern Europe has been 
on desperately short rations. Within 
the Soviet Union, the expansion of 
food supplies. always the Achilles 
heel of each successive Plan, is still 
lagging far behind the rate of indus- 
trial advance. and in the next 
decades Russia is likely to have diffi- 
culties in feeding itself, qi ite apart 
ym findi urpluses for export. 
| apital is, these are the 
bods the Communist world—like all 


otner r€iatively 1 nder-developed 


ur ) Import. 
his is not to sav that Britain ma‘ 
scratch vewetnel odd contracts to 
the tune £20 n illions or so. It is 
even conceivable that British trade 
with Russia might rise from. the 


present 2 per cent of total trade to 
the total of 4 per cent achieved 
before the war. But these almost 


mareinal activities are very cifferent 


from the attempt to underpin the 
entire British economy by a hoped- 
101 expall ion of East-West trade. 


Moreover, for the Communists, 
trade is an instrument of politics as 
much as of economics. Marshal ‘Tito, 


having switched much of his trade 


me 





BRITAIN MUST 
from West to East betore 1948, found 
himself under Communist blockade 
when he left the Soviet camp. ‘The 
greater the dependence the British 
economy came to have on East-West 
trade, the more vulnerable it could 
become to this type of reprisal. 
Competing Needs for Capital 

Nor is it simply the security of the 
British economy that is at stake. ‘The 
new dominions of Asia and_ the 
dependent areas of the Common- 
wealth need steady imports of food 
and large injections of capital. 
Capital goods sent from Britain to 
Soviet countries are subtracted from 
the capital available for the needs ot 
the Sterling Area. No amount of 
propaganda can mask the fact that 
in India’s famine of 19449 and Pakis- 
tan’s food shortage of 1953, it wa 
not Russia or China but the | 
States that the grain to avert 
( atastrophe. 

The reason is simple. It is not only 
that the Americans are 
It is also that they have a genuinely 
surplus economy. ‘They produce 
more foodstuffs than their domesti 
market can dispose of and are in a 
position to provide’ very 
amounts in genuine saving backed 
by the industrial capacity to turn 
the saving into capital goods. 

These facts do not mean that to 
secure steady American international 
trade and investment is a simple 
problem. But they do mean that in a 
world where the pressure for food 
and for capital will increase steadily, 
it is hardly the height of political 
wisdom for Britain—and those tew 
parts of the Commonwealth that 
would follow its example—to break 
from the American economic 
system with its potential surplus, and 
turn to the Communist world whose 


shortages are likely to 


nited 
sent 


large 


away 


double 


Britain’s own. 


CO-OPERATE 


eenerous.: 
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Discrimination against Dollar 

Yet the difficulties and uncer- 
tainties inherent in Britain’s de- 
pendence upon the American eco- 
nomy remain, and they have led 
men of varying political outlook to 
advocate a kind of limited detach- 
ment of Britain from American 
economic influence. Its point of 
departure is simply treating the 
dollar on a different basis from everv 
other currency. 

The dollar, runs the argument, is 
inherently strong and attractive, and 
represents the power to buy goods 
plenutully and often more 
cheaply than by any other means. 
At the time, American self- 
sufficiency, efficiency and hich tariffs 
keep to a low level American pur- 

The result is that 
\ which makes its cur- 
rency freely convertible into dollars 
or allows complete liberty of capital 
movement, will very find its 
reserves draining away and its dollar 
stock exhausted. Yet, according to 
American rules of non-discrimina- 
tion, no restrictions may be placed 
upon imports from the United 
States (to check the outflow of 
dollars) unless the restrictions are 
applied to all currencies, in which 
case a general decline in trade would 
follow. 

The only ‘classical’ means of 
redress would be a depreciation of 
the non-dollar currency severe 
enough to price dollar goods out of 
the market. The grave disadvantages 
of this orthodox approach are ob- 
vious enough. devalua- 
tions steadily impoverish the devalu- 
ing countries—especially when they 
depend, as does Britain, on a high 
level of imports. Nor 1s it likely that 
devaluation could restore balance to 
dollar trade, for the American 
tendency to exclude goods which 


more 


same 


( ha CS overs€a 


any economy 


soon 


Successive 
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have becom competitive 


: . 
hHevgin to 


simp 
because they undersel! 
American producers, could be greatly 
increased if the underselling could be 
put down not to greater efficiency 
but to manipulating the exchange 
rates. Conceivably the United States 
might join 1 


tion. At the 


in competitive devalua- 
same time, devaluation 
of other currencies would lessen the 
desire of American investors to 
invest abroad. 
Discriminations and Reprisals 
Yet the difficulties of trading with 
America are such that the policy of 
giving the dollar a special status is 


supported and practised. ‘The 


widels 
: eee 2 
s status is to exclude the 
convertibility 
1 to retain control over dollai 
which the 
such policies wish to see 


a neral 


Imports, lhe area within 
advocate QO) 
them practised vary. Some hope tor 


a closed sterling area, underpinning 


Empire trade. Others desire a con- 


tinuance of the present position in 
which roughly all the non-dollar 
section of the North Atlantic Treaty. 
he other meml 
the Sterling .\rea. work a pai 


agreement betweel 


together with the ers of 
ments 
each other which 


between dollar coun- 


excludes trade 
. , ¢} 
tries ana he 


) 
European Payments 


o doing. keep a tight 
imp rt of dollar goods, 
Yet even the advocates of this 
system of limited convertibility. put 


it forward in default of a genuine 


international reement on. trade 


, 
and payments. It has grave and 


obvious disadvantages. It sPe@KS LO 
balance trade by cutting dollar 
| 


na thus keep the whole 


volume of trade flowing at a lower 


1eVe i Il EX com- 
petitive American products, it 
" Cz ke } \¢ 1¢ tion | rath iIsion ( 
rl ye ! cd li \\'¢ real tandards Ol 
wealt! 


Phe disincentive to American 
overseas investment has the same 
result. It perpetuates rigidity in the 
non-dollai particularly 
in the movement of capital. It pro- 
vides a cover for inefficient and un- 
competitive production—-which 
again represents a loss in real wealth. 
Above all. made to 
work with a certain tolerance for the 
system in America itself. So 
the restrictions can be seen as 


economies, 


it can only be 


long as 
interim 
measures. designed to make good the 
ravages of war and the dislocatives of 
the cold war, the Americans accept 
a measure of discrimination. If it 
were to become the settled policy of 
their partners, it is difficult to believe 
that the pressure to introduce Ameri- 
reprisals would not 
Yet 


Still further the 


can hecome 


onk 
WO) Id’s 


irresistible. the, would 
averavate 
dollar deficiency. 
U.K. must work with U.S.A. 

This point of American tolerance 
is*icardinal,, It. 1s -a 


there IS lho real solution Lo the CcOo- 


reminder that 


nomic 
or the 
American co-operation, There is no 
way of evading American influence. 
It follows from the sheer scale of the 
American 


drone 
Europe 


without full 


problems of Britain, 
( ommonwealth 


economy. ‘The various 
alternatives to co-operation do little 
to minimise the impact of an 
American depression. They do noth- 
ing to expand world trade and world 
prosperity by the widest and most 
efficient use of the free world’s re- 
sources. They are all faute de mieux. 
The ideal is naturally a co-opera- 
tive system in which currencies and 
iree 
member states 


which the 


them so. by 


and in 


keep 


trade are 


maintaining  efliciencs it home. 
avoiding inflation, pledging them 
selves to full employment, and 


| Concluded on page 310 
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British Farmers Face Freedom 


A Review, on the Eve of Freedom for Consumers, of 
the Vagaries of 25 Years of Control 


BY K. E, 


For a quarter of a century British 
farming has been acclimatising itsell 
not only to. the vagaries of the 
economi weather but also to the 
draughts and = stuttinesses of the 
devices designed to temper it. And 
it has been small businesses which 


have had to work out their salvatio1 


I 
in this wav. for less than 60 thousand 
of the half million holdings in the 
United Kingdom are over 150 acre 
and less than 100 thousand are more 
than 100 acres. 

Iwenty vears ago freé trade in 
agricultural products had ended and 
the country had embarked on a 
series of experiments in search of the 
best of these devices. ‘Tariffs, import 


quotas, levy-subsidy schemes, pro- 
ducer marketing boards, commodity 
commissions and direct subsidies 
were all among the ways used to 
help one or other section of a de- 
pressed industry. By the outbreak of 
war, some arrangements might be 
viewed with modified satisfaction. 
considering the impertectness of the 
real world, some had signally failed, 
and others had stimulated demands 
for similar support for allied products. 
These ‘chain reactions’ were in pro- 
eress In 1929 and it is by no means 
clear where they would have led 

certainly effective machinery fon 
co-ordination would have been 


need ] coone? y later 
needea s mer or later, 


1 
In favour of many of these device 
: ; aa . = ee 
it could be argued that thev did help 
produce: ot the commodityv cone 
Fyrom ‘I Chats Ak Rirct yee ns oe 
, i ile YIaTE ,. SF i ‘ d + tQ > 


Hunt 


cerned, that thev were practi able to 
administer, and that in the condi- 
tions of the times they were publicly 
acceptable. Many questions, how- 
ever, were hotly debated. 


Debated Questions 
Hou Can co} we} , nier } hroe 


{ j 
led, and pi 1cé? f } ? iY 
a ide? py } 7) 7) 
i] : y 
evlh mon 1p } Nor ) Hi Ne 
i 
mers ft hrou | } 
, h lo ha / > 
/ LO / } } 
, 1} ; , 
at the ta KX colle try) .« . Gna tauaht to 
dl riminate hetuween 4) ar hoor 
, ] ' 
quality produc How can farmers be 
f 1aq f ude ha , 
protecte 1 again ler 1a? mn 
Governmental polr y al short ? l ; ° 
| | hat 25 the cost f cor ime? fa quota 


restriction S¢ hy me toy wmhorts or a ippl 
stabilisation scheme at home? ... What 
progress in rationalisin Marketing Las 
ac tuall; at hieved ? ome a How nm the pro- 
ducer’ s pri € be subsidised without dealers 


dropping the uy h ds to ¢ Ms, a | ie then 


J } 
the lez l at which p Mr é narantes ] ae 
being daiscussed, producers naturally pre 
, é dt 
Lhe pri f ft 
jor tle highest price the) } et. Wha 
} , 
can he done ta n we sure that it P t set 


; ; 
0 high, that over arun of vears more phro- 
duct is called forth 


f } 


If ASSIiSCAN Sc} nes mMuUSTE De eX- 


tended. how can Parliament b aiven a 
reasonably effective ¢ nirol } t} tal 
assistance to the industry? 

To some of these questions the 


experience of the nast fiiteen vears 


1 7 1.1 } 
1} s produced answers, n tabDly Lose 
1 r 1° . ] 
about co-r-oradination and control Ol 


University of Oxford Institute of A 
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the total assistance, but most of the 
rest have been pushed into the back- 
ground rather than solved. 


Wartime Concern 


‘The war period was peculiar in its 
singleness of purpose for the agricul- 
ture industry. Direct food crops and 
milk about summed up the first 
priorities of the production — pro- 
gramme. The impossibility of con- 
trolling food prices without control 
of food supplies had been a bitterly- 
learnt lesson of the First World War 
and comprehensive control was 
started very early in the Second. For 
a vear or two the ad hoc, commodit\ 
by commodity, approach of the 
1930s continued in respect of price: 
and production of the home products. 

But, out of the lessons of the past 
the grave importance of food in 
wartime and the coherence of pur- 
pose of farmers and officials, there 
grew up a more co-ordinated ap- 
proach, in which the production 
priorities and the relative changes in 
costs of production of all commodities 
were considered together with the 
ceneral state of the industry. From 
this developed in due time what has 
come to be called the Review pro- 
cedure. In 1947 this was written 
into the Act of that year as part ol 
the provisions for guaranteeing the 
prices and assuring the markets for 
the main products of British agricul- 
cure. 

While this was developing, other 
less flexible features had been emerg- 
ing elsewhere in the food and aeri- 
cultural sections of the economy. A 
system of lone-term contracts was 
built up between the British Govern- 
ment and Governmental agencies in 
exporting countr oe Between difler- 
ences In our bargaining power and 


differences in the internal and foreign 
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policies of the supplying countries, 
the adjustments in prices made from 
lime to time were of very different 
significance. By the end of the 1940's 
there seemed to be little pattern o1 
order in the prices at which we were 
buying foods from abroad. ‘The sup- 
plies available abroad played a part, 
too. Changing domestic demand in 
the supplving countries, the devasta- 
tion of war and. here and _ there, 
agricultural upheavals of political 
origin, hac resulted in many foods 
bec oming scarce whi hy had formerly 
been plentiful on world markets, 


Food Subsidies 


Within Britain, the practice had 
erowh up ol elling basic foodstuff 
to consumers at less than thev had 
cost the Gsovernment. ‘These losse 
usually with the addition of some 
relatively small direct payments to 
agriculture, came to be referred to as 
the ‘food subsiclies’—a term charged 
with emotion lately. Producers and 
consumers thus came to look at each 
other through a kind of economic 
periscope. British and overseas sup- 
pliers had no direct look at each 
other, either. Moreover, after some 
fourteen years of food control and 
six or seven years of experiment 
before that, there were many con- 
sumers, parents of growing families, 
who had never known what it was 
to know the whole cost of the food 
they ate. At the same time, wage. 
salary and dividend policies together 
with family allowances and othe 
social payments had greatly changed 
the distribution of income. All the 
old associations of income level. 
social history and buying habits, if 
they existed, must have been dis- 
rupted with consequent effects or 
the demand for food and other good 


and services. 
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Post-War Confusions 


‘Thus the early 1950’s saw a com- 


bination of features without parallel. 
Phe price pattern for imported 
products was muddled; supply pros- 


pects varied greatly from product to 


product; home agricultural prices 
had no paruculat relationship to 
those of imported products; neither 
was closely related to retail prices. 
Only a little straightening-out was 
feasible before the machinery of con- 
trol began to be dismantled and the 
trade put in private hands. The face 
of the economic world had changed 
a good deal since the last time private 
traders had operated with their own 
money. In several commodities, too, 
the bulk stocks which the Govern- 
ment had built up to bridge the 
period of decontrol hung over the 
market and made merchants cau- 
tious. Finally, they were mostly 
deprived of the futures markets 


| 


which, before the war, had _ revis- 


tered the state of supply and demand 
throughout the world. Though some 
were re-opened by the end of 195 , 
their operators had to feel their wav. 

Phe trading operations of the 
Ministry of Food had provided an 
elegantly simple method of imple- 
menting the Government’s guaran- 
tee of prices and markets to British 
farmers, irrespective of the prices and 
supplies of imported produce and the 
preference of consumers. When the 
Ministry ceased to trade, private 


ld be expected to bring 


traders cou 
about an equilibrium between for- 
eign and home supplies and demand, 
though conditions might be a little 
irregular to start with. 

This is very different, though, 
from implementing the guarantee to 
the farming industry. For the prob- 
lems which have to be solved to do 
that, it might be wiser to look back 


to the 1930’s and to study the 
debates, commendations, and criti- 
cisms of those days, than to look 
with too much satisfaction at the 
successes —against quite different 
problems—in the 1g40’s and 1q50’s 
And this view does not depend on 
assumptions about world surpluses 


' 


of food being just round the corner! 

One hopetul feature of the scene, 
new since the pre-war days, is the 
procedure for dividing up any dil- 
ferences of opinion into small parcels 
which, in the form of the ‘Review 
Procedure’, has grown up between 
farmers and Government since the 
early days of the war. 

It is a pity that no comparable 
example of effective consumer par- 
ticipation seems to be in sight. 
Testing Time for Co-operation 

his co-operation between the 
farmers and the Government is 
likely to be tested during the next 
year or two over the interpretation 
of the terms of the cwuarantee in the 
1947 Act. To interpret it as a 
guarantee of a good price for any 
amount of any product, of any 
quality, sold at any time, anywhere, 
would be palpably absurd. But how 
far trom this does the sensible prac- 
tice lie? Though proposals for com- 
bining a guaranteed national average 
price with freedom of marketing 
have been condemned in some quar- 
ters as a negation of the guarantee. 
very diverse interpretations have 


been operated concurrent und 


‘sinning of the 
Review procedure. Thus, speaking 
broadly, the general guarantee to the 
industry applies fully only to farmers, 
if there are any, whose output is a 
miniature of the national output. 
Specialists in one product tend to 
fare well or badly according as 


national production of their produ 


amicably from the be 
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is to be expanded or contracted. Egg 
and, later, milk producers have met 
the discomforts of this and pig pro- 
ducers the comforts. 

Again, oat and barley crowers 
have had to be content with a 
guaranteed minimum price whereas 
pig producers have had fixed prices, 
at least for some years. Wheat 
growers also received virtually a 
guaranteed fixed price provided 
their seasonal sales followed the 
national pattern fairly closely, those 
who marketed early getting less and 
those later, more. ‘The _ possible 
divergence from the general level of 
the guarantee is increased | still 
further when grade differences are 
added to seasonal ones, as they are 
for beef cattle. | 

Such a situation is a_ veritable 
breeding ground for debating points 
since no absolute standards of right 
or wrong, justice or injustice, present 
themselves. Some may alwavs be 
mere debating points, others may be 
pressed strongly if bad times threaten, 
particular 


elther generally or for 


» . . 7 } ] eat 
he fore contro én led ana thre country 


53 ; 
can ill-spare irs for North American 
wheal. Should the grower, therefore, suffer 


uf millers pay low prices for soft wheat? 


j 


] : ] ] » dy , , 
l} there is a glut of caltle in lale summe) 
, . , ! ; ! ! 
and prices Jali, should the farmer take the 
oe, : P l i 68 / 
whole impact, or should the laxpayer 


share wt? 

The announcement of the out- 
come of the February 1954 Annual 
Review seems to leave all these prob- 
lems and uncertainties about as they 


wae: hetare.. “The 
were before. I he 


re proposed profit- 
ability of the industry is not sharply 
different from the past. How the 
various proposal for supporting 


prices will work out for the indi- 
vidual farmer—and for the Govern- 
ment and taxpayer—is still specula- 
tive. However, the Government now 
has a much smaller sav than it had 
previously in what inputs a farmer 
will use and what they will cost him. 


Consequently, a farmer can_ less 


afford to look no further ahead than 


guarantees cover him. Or per- 


the 


haps that is illusory. To quote one 


successful farmer ...* The euaranteed 





secuon of the industr prices are the foreman’s affair: the 
sever { } ! alread irmer must alwi ry to lool 
t, for example sof vere used further d than tha 
BRITAIN MUST CO-OPERATE niinn rom pace 206 


ensuring by their import and invest- 
ment policies that trade 1s alwavs 
balanced at the highest level. This 
ideal is inconceivable without 


American co-operation. 


Only if it is dectsivels ] roved that 
the United States will not co-operate 


lh at COMMON Ccononii¢ Policy HUSt 


the vanous unsatisfactory alterna- 
ives be considered. It is precisely 
their shortcomings that make a joint 
economic system in the tree world of 
overwhelming importance to Britain 
and to the whole Commonwealth. 


anada alreat it irt of the dollar 


area, Australia and New Zealand 
have no desire for a system which sets 
permanent limits to American trade 
and investment. Lhe new dominions 
of Asia need access to American 
capital and to American reserves of 
food. ‘Che emergent realms in Africa 
and the West Indies will be similarly 
short of food and resources — for 
development. There is a grave risk 
that those \\ ho advocate the severing 
of British economic links with the 


United States implicitly foster the 


severance of Commonwealth ties as 





Ss 


211 


American Farm Production 


and Price 


ANOTHER large crop harvest is in 


prospect this year given favourable 
weather, despite curbs on acreage of 
everal major crops. 

Plantings of 59 prin iple crops are 
estumated by the Department of 
Agriculture at 356.5 million acres, 


only 2.7 million under 1953. With 
no restrictions on their use, some 20 
million acres diverted from cotton, 
wheat, and corn are being planted to 


other crops, mainly soybeans, flax- 


eed, oats, barley, grain sorghums, 
and rice. Also tending to keep plant- 
ings high is 


he fact that producers 
may under the vovernment pro- 
gramme secure price support on a 


pecified crop. even though they do 


not comply with restrictions for 
other controlled crops grown on the 


same farm. 


Many farmers who feed most of 
their’ corn production have little 


Interest In price support on that crop 
and are expected to plant about 

much as last year. In addition, con- 
tinued price support at 90 per cent of 


parity on the basi 


crops will en- 
courage farmers to use more [fer- 
ulizer and other intensive crop 
practices, 

Despite the generally favourable 
crop ‘outlook. 


storms have hurt prospects in some 


drought and = dust 


areas. Conditions are particularly 
serious in the Southwest and Central 
mains 
responsible for the Department of 


Aericulture reducing its estimate of 


Great Plains. and were 


the winter wheat crop, as of April 1, 
about 10 per « ent below last Decem- 
ber’s forecast. Since then rains have 
provided some relief, 


} \Vfonthly Letter, National ( 


fy 


Prospects 


According to the Soil Conserva- 
tion Service, most of the 28.5 million 


) ) 
acre pul wunael Lil Prous hice 
1942 in five southwestern tate 


where the drought is most acute, 
Se ener eit Sen EPEC Ses eoo 
snouid never nave vpeeht p Imi Crop 
anyway. ‘This 
: . oo the dre | { iO 
wwOn IS one OF the Dad resuits of nigh 
price support polict i} 
eggs ee 
subsidies. Not only did LilIS 
crop production aggravate present 
surpluses, but ploughing of the land 
made it vulnerable to dust storms and 


‘ 
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Crop Storage Problem 
Due to large carryovers of old 


crops, parucularly corn, wheat, and 
cotton, coupled with prospective 
heavv production this vear, agricul- 
yi] 

ture may be: faced with its most 
serious storage problem in historv. 
Even last vear storage facilities were 
surel ea l hi nl lin ome 
areas price support temporarily was 
permitted on ¢rain piled on the 
eround or it tr ir rmally 
considered unfit { * Another 
emereency measure \ the use of 
125 merchant ships of the reserve 
fleet to store hea 

In order to enco ( e con- 
struction of new and expansion 
of existing stora * Con- 
oress last ve ’ ) leratec 
amortisatut yn of the totnew ware- 
houses built i) co-Ope :tiVes and 
commercial warenousemet. In addi- 


Agriculture 


nN ine °Q, 1955 


tion. the Department O 

has extended throug 

its programme of lending the money 
1 


to build more on-farm storage facili- 


ties. Much of this additional capa 


Bank Wives \f 
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however, is not expected to be 
available in time to be used this vear. 
As a result, the Department of Agri- 
culture has purchased additional 
storage capacity and has arranged 
for the use of more ships. In an effort 
to ease the squeeze of CCC and 
commercial storage, the Govern- 
ment announced that farmers hold- 
ing certain 1952 and 1953. crops 
under loans and purchase agree- 
ments will be permitted to reseal 
these commodities and earn a storage 
payment equivalent to commercial 
warehouse charges for so doing. 
Price Decline Levels Off 

Average prices received by farmers 
in mid-April, as computed by the 
Department of Agriculture, were 
only slightly below a year previous 
and some 3 per cent above mid-June 
1950, just before Korea. Farm costs, 
however, were slightly above a year 
earlier, thereby reducing the overall 
‘parity’ ratio of prices received by 
farmers to prices paid from 92 to g1 
per cent. 

While corn and wheat veneralls 
have been selling well below support 
levels, non-supported 


two vears ago were S¢€ 


ovs, whi 


1 
I} 
‘ing around 
| 


76 per cent of parity, sold in mid 
April at 128 per cent. The high price 
reflects the cut in hoe numbers 
resulting from low prices in 1952, 
demonstrating that the law of suppl 
and demand is still effective when 
permitted to operate. Had a hog 
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price support programme been insti- 
tuted, the CCC today might be 
loaded with surplus pork and lard 
among its other inventories. In all 
likelihood, hog producers today 
would be receiving sharply lower 
prices, 

Cattle prices, despite a further 
upturn in numbers to a new high, 
have shown encouraging strength. 
Reflecting reasonable retail pric es, 
consumer demand for beef has 
continued strong and kept stocks low. 
While the Government last fall and 
winter purchased 865,000 head _ of 
cattle to lessen the strain on markets, 
it now appears that the cattle indus- 
try, barring a severe drought, is on 
its way to solving its problem without 
reliance upon direct supports on live 
cattle. 

Overall cash receipts from farm 
marketings, totalling about $6,600 


million during the first quarter of 


1954, were 3 per cent below last year. 

With farm costs likely to stay high, 

farmers’ net income this year is 

expected to run about 5 per cent 
' 


inder the 1953 figure of $12,800 


million. Although marketings may 
approach last year’s level, average 
prices received by farmers may be 
lowe. bec ‘ use of depressing Sul pluses. 
Lower supports for some items, par- 
ticularly dairy products, also may 
cut net income. The most important 
factor bearing on farm income will, 
of course, be the trend of general 
business during the vear, 





CANADA’S OBJECTIONS to STERLING-AREA DEAL ( from page 31 


As is well known, these Agree- 
ments substantially increased the 
Empire preferences to a large extent 
by raising the tariff structure applic- 
able to the United States and other 
non-Empire countries. In other 
words, the pursuance of unreason- 


13 
ably protec tive policies by the United 
States might again lead Canada to 
make a special deal with Common- 
wealth countries. But such a policy 
has many disadvantages, and could 
only be regarded as a choice betwéen 


{ 


two very unsatisfactory alternatives. 





Canada’s Objections to Sterling-area Deal 


DP HERI are SErIOUS objections to a 
special trading deal by ¢ 
the United States, bi 
very 
special arrangements with 


anada with 


t there are also 


makine 
Britain 

and the rest of the sterling area. 
The reasons are obvious. About 
two-thirds of Canada’ total trade 


real difhiculties about 


import and export—is with the 
United States. ‘The bulk of 
investment in Canada is American 
there Intercompal 


connections between the 


foreign 
and are man 
two coun- 
tries. Canada’s industrial stem 1s 
essentially North American in organ- 
isation and in equipment. Moreover, 
Canada normally runs a substantial 
current deficit in h 
with the United States. 
Membership in the sterling area 


er transactions 


for Canada would involve, as it does 
for the i 
the use of U.S. dolla and the 


present mempet 


associated discrimination in favour o!} 


ms igen 
sterling and non-dollar goods. Such 


ct policy would inevitabl ve tne 
effect of raising Canadian cost 

Costs O} production ind » - 
summers. here re some o> ¢ tend 
that Canada has a high-cost econom: 
today. It has. however, been ibject 
to the cold wind of | . compe ton 


during most of the post-war per 


and there is no doubt 
be a higher-cost economy had it been 
part of the sterling area, 

It is) sometimes 
Canada should 
to buy 


essenually the same thine, that 


Canadian goods or, what is 


Canada should agree to Carry ste! 
balances up to a stated 
amount. There is of Course no essen- 
tial objection to such an arrangement 


aie page 
as a transitional measure, provided 


From Canada’s Tradine Pr 


anada wishes to advance the 


funds and that Britain wants to 
woods 


wish to sell, 


them and to buy the 
Canada might 
But these are serious questions and 
none o} them can be readily answered 
tive. As matt 

today, Britain vives a large degree o 
importers LO 
dollar purchases for home consump- 
tion of such essential eoods as wheat, 
1 | ber. Itis questionable, 


metals and lum 


"anes “ee ee Se | | 
1lOWeVe}l whether she would be 
snes : 
willing to borrow in orde1 to purchase 
commodities less essential from a 


British point o| view, 
Remembering GATT 


A special tariff deal with the 


ie Empire prelerences wo Id run 
counte) » GATT and from. thi 
( t of vie Is Ope to much the 
ame objection i special deal 


< cre i I} Uiie WInpire 
relere ri uld Dp ybabl rave the 
etlee ) ul ( acl ost 
ince in fac \ ild pr hablv re lt 
I 
higher tariff 1 other 
ntries 
Ne Te t ele It 1s oOncelva rte tI il 
circumstances might arise in which 
Canada would be prepared to make 


a special trade deal with the 
t 


Com- 
umstances did 


se) Re ae, 


ics W ( tile 


monwealth. Such eire 
arise in the 


ment of the Smoot-Hawley 


enact- 
tariff by 


the | nitec States as the de yression 
was gathern wa was a major 
influence in persuading Canada to 
take a lead pat In ne ouatine 
the Out \oreements 

l hhos / e 











Capital for Colombo-Plan Countries 


BY FREDERIG BENITAM 


I, LIMITS OF ABSORPTION 


Wat are the limits, if anv, to the 
unount of external capital which a 
country can absorb? 

One view is that these limits are 
rather narrow. This view is appar- 
ently supported by what happened 
during 1Q50-51, when most coun- 
tries in the Colombo Plan used only 
a small part of the external capital 
that was available to them, and 
financed their development activity 
almost entirely from their) own 
resources, But the short-lived pros- 
perity of 1950-51 took them by sur- 


prise, ceiving them large budget sur- 
: 1 ‘ } Cc 2 . 
PIUSeS unexpectedly peiore the. 
plans for many projects were read) 
or before the necessary preparatory 


ork had been completed. More- 


pa 
er, at that time many capital 


ds could be imported only after a 
ong period of waiung; someumes 
elivery dates were years ahead and 

even so they were not alwavs kept. 


1 11 : ° 7 1 
Should a similar commodity-boom 
| ] = + “« Ll 7? % 
take piace again it would find the 
? ee | 
area much better prepared and able 


} 


to use a much larger amount of 


external capital if it were available. 
Potential Capital Absorption 


Phe amount of external capital 
hi | 1 a certain mini- 
mum return in terms of money may 
he very limited. There may be few 
pre 1e( ts whi h would be seli-liquida- 
if financed by. sav, a 20-vear 

: 


loan at 5 per cent with repayment ol 


capital spread over the life of the 
loan. (These are the typical terms 


on which the I.B.R.D. makes loans. 


From The Colombo Plan, E. 


But the question, as IT understand tt, 
relates to the amount of capital 
could be absorbed, without 
waste, In expending output or im- 


proving social conditions, irrespec- 
ve of its money yield. 
Phe belief that only a limited 


amount could be absorbed rests on 
} 


the assumption that the administra- 


tive and technical staff of a govern- 
ment can plan and supervise only a 
certain number of projects without 
confusion and delays and waste; that 
only a certain number of trained 
workers are available for the various 
and emi-skilled tasks re- 
juired; that the existing transport 
stems can handle only a certain 
mount of traffic; and that housing, 


power supplies, water supplies, and 
other services are restricted in any 
Vel ( 
But if unlimited capital were 


available free of charge, a country 
could draw on the resources of the 
anon a vl It Id is . + aw srt 
whole world. It could import experts 
ind skilled workers. It could engage 
foreign firms of consulting engineers 
to draw up plans and specifications 


ind it could then put projects out to 
tender. This is being done by Burma, 
for example. If need be, a firm ot 
foreign contractors could be given a 
free hand to bring in their own sup- 
plies (ike an invading army): they 
Id, for 


instance, build houses for 


their workers near the site of each 


project, construct roads to transport 
their materials and equipment, and 
feed their workers on imported food. 
By such means, very large amounts 
of external capital could be absorbed. 


ca, l madon, VJay 1Q54 
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Of course this 1s a far-fetched hypo- 
thesis and, even so, the larger the 
number of countries adopting such a 
policy the more difficult it would be 
for the rest of the world to supply 
them all with the skilled workers, 
equipment, and materials which they 
needed. 

Nevertheless my own view is that 


ll. RATE OF RETU 


I turn to the question of whether 
the rate of return on capital is higher 
in this area than in western countries. 

We cannot take it for granted that 
because capital is scarce relatiy ely to 
labour the rate of return must be 
high. Most countries in this area 
suifer from three disadvantages. 
(heir home markets are too small, 
In terms of purchasing-power, to 


Ipport large-scale establishments. 


1 
et in some fields large-scale estab- 
lishments are much more efhcient 
| . = iF F 4 ] 
than relatively small units. Thev can 
ofler a new firm fewer external 
econ miu S than more developed 
countries: thev are relatively short 
{ means of transport, power supplies. 
} PI 

aoe i 
repair facilities for machinery, and 

{ ] | a | 
so forth. Their workers are com- 


paratively unskilled and therefore, 
despite low wages, labour costs tend 
eS aa: 

These disadvantages apply especi- 
ally to manufacturing, They will 
become less as time voes on. for the 
development programmes will tend 
to expand the market (by increasing 
the agricultural surplus above the 
needs of the cultivators}, to create 
some external economies, and_ to 
train more workers. Moreover, theit 
extent varies between countries. It is 
obvious, to take an extreme example, 
that a modern integrated steel plant 
would not pay in Ceylon. But India 
is a large market. with rich iron ore 


RN 


in practice it will be quite possible 


lor the . countries ol this area to 
absorb all the external capital which 
can be provided. ‘Their governments 
can use consulting engineers and 
private contractors and can import 
experts, and possibly skilled worker 
meanwliule training more of then 
own workers. 


ON INVESTMENT 


and coking coal: there seems no 


t 


reason why its steel output, at present 
around a million tons a year, should 
not substa nualh expand, It is some- 
what disconcertin however, that 
India Can and d ES Im] ort le ICO- 
motives considerably more cheaply 
than she produces them at the 
Chittaranjan plant (which cost at 
least {£12 million); this situation 
may possibly improve as her workers 
become better trained. 

he returns to capital employed 
in the more efficient estates and 


Mines, produc Ing in Manv cases [O01 


the world market, and employine 
most of their workers on tasks at 
which they can easilv and quickly be 
trained toa fairstandard of efficien Y; 
are comparatively high. 

Probably returns to capital would 
be high in the field of public utiliues 
; : 


if private enterprise were given a 


free hand. allowed to confine its 
investment only to profitable area 
and permitted to charge monopoly 
prices. This, however, is against 
public policy - and over most ol the 
area public utilities are owned and 
operated by governments or other 
public authorities 

In other fields of public investment 
we must distineuish between the 
direct money return to the govern- 
ment and the expansion olf 
output or social services. An irriga- 


tron nrorect, for ex imple may rin 
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, , 1) ' ie] 

ment tO a vel meh return on the \ Cath riatbane Vill Oi tvine up te e] 
{ on } i} } yt 
capital investment, but the eovern- apitabin the ast. there as the risk Ov 
ment mav levy ouly low chareves tor ol war or revolution or other disturb (e) 


Irrigation. water and may thus vet ances! his proper ae be damaeer el 


only a low return in money revenue 7) rid ted. Phere the risk that ve 
boy other project wha hy benetit land a OVC] le { mn I mecwual tric \ 
| ( Curse | wield ch ] Hooct ( ms 1} r\ i) 
( rol proyects or n SUL Y Orel ca ) rol 
( ONL | Liie We} iC ine ) ’ Poel i] I’ 
( ) char ( at alloon the land- ce) ( Me) ) | { ye 
owners or cultivator \ » Henelit ) ) ly 
Lhe reason is doubtle i reluctance orth C( 
» impose burdens | the peasan \lo ernn we area ha tO 
who are very poor. But if a projec ttem)] Ha | 
s worth while, the peasants receive ive cle ill 
stantial benefits: thev could afford { m wrain 
Lo pa enough to rive the overnie mi l 1 i { Te) | i} \ 
ment a fair return on its investmen d capital « I< nitted ba 
ind they would still be better off — tree] e of them are olferin 
han before. ‘There seems no good — special ind ent ch as, ota 
reason for subsidisine, in effect, the — reliefS andl enerous depreciation 
ultivators who are fortunate enough ulowances, » new private invest- f 
to benefit from such schemes, at the ment in approved fields. ré 
expense of the general revenue, Nevertheless, the general feeling in 
Governments need all the revenile most count it OL | irea 1S that 
they can vel in order to impi e they are cl y private external 1} 
e onomic and SOC ial conditto nit i] i wT Dp llo Vin r it O iyi 
Education is usually subsidised b enter, and that foreien firms should 
the government. But in the Philip- allow local capital to participate 
pines it is largely left to private enter- hould employ local personnel in O 
prise, and it is a curious fact that in) some or most of the hicher-paid 
that country private investment 1 posts. and i eral should assist the 
S( hools, UNIVErsIties, and other edu- overnment 1 its poli ies, ‘| he 
cauonal institutions yields a hieh foreion 2 , WhO can Gel a 
return, revenue beine derived en- — fairly high return in his own country 
tirelv from fees. without the political and = securit = 
risk of ini Stment in the Fast | tte) 
Risks for Capital i . aes ce “evies te y 
not attracted: and so far the inflow 
It is possible that a good deal of of private external capital has not 
private investment, for example in been very large. It is possible that 
trading enterpri es. service indus- vari I device uch \ participation er 
tries, and some tvpes of manufactur- with eovernments in specific under- tr 
ing. involving relatively simple pro- takings, and insurance provided by \ 
cesses. would yield a high return i the governments of the investine Pe 
the management were given a free countries awainst certain risks. may P| 


hand; the average returns to such cive it some stimu 
private investment in Malaya, My general conclusion i 
sritish Bor: eo, ancl Hone Kone re the le vield re | 1h H 
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brie tart that nearly hall the tnance 
fields th bpoyotie yet erin required would have to be provided 


OL Tet Ube al itp Pathe Lilet) ot) ry external aid, Lhe total expend- 


terms of mone nicl tl telds an ture on the programmes was estt- 
eneral e likely to mere rove mated at /1 808 milhor India 
orke e tra land more exter 1.379 millon, Pakistan £280 mil 


al economn HCCOMIE AN Hable lion, Cevlon /- 102 millon, Malava 
ind British Borneo /.107 million 
Althon \ { ! (Colombo Ht was estimated that external aid of 


thre £899 million would be required plu 














Oar prt t ( rele CS Of hy0 million from sterlin 
heen t eq ce | ( Cl vata | 
countries have , elevant loday the need for external aid j 
too proole | il \ ! ri ( 1 tire reater % il) ¢ Cl 
LABOUR STANDARDS IN INTERNATIONAL COMPETITION 
{ { f J f 
live Int ( ( e 1! ! tt 1 ( Th pnate \ mid t {i pol 
t | ‘ i! " ernational « t 
| rh 1 } ty ! ect { re Y petiti ) 
( r | { t tor thre vi he " 
| 1 lt tha ona parison ¢ it factors ¢ rit rte 
© ¢ 5 | ' \ n tac oO one {1 il factors, and 
if all thes i tificially ec lised throughout the world, one of the main 
hoy the ird. | oO not necessarily mean high prices nor | izes low 
n t pro ler widely from one country t il her 
lt uld also be reme red that conditions and stan rds of living vary great arn 
hat what t ppear a r inadequate wage in the eves ot or untr’ terms of 
yore at the | 1 i” oiten il rate of exchange 1 eT eg ite or ¢ n | nin 
e count I I t | 
For tl id other reas t] 1.C.C. believes that internat wages 
’ | v1 r¢ rlitlLo } | left ) ri 1¢ nt effort oT tu about 
Orvanisation, on wil la r are largely represen and 
fk yn Stat / , / ? P | International ¢ , role 6? 
tpril 13, 1954 
HIGH LEVEL OF U.S. COMMODITY STOCKPILES 
[re Unit ates stockpiled critical an rategic materials for military and civilian needs 
valued at $4,226 millio t} ne { 

1} re 5 nite ( nN ( stockpiling goals of the L nite 1 States, covering 
rit ‘ €O dit In addition, the United States. as of December 31, hae 879 million 
materials under 1 i nd led for tuture delivery. Present U.S. plans call for an 

eventual stockpile valued at nearly $7,000 million based on prices prevailing last December. 

Materia ha | ns Lie nticipate not alone militar needs. but « lial 

consumption veli. V\ € la! 1 hases Na been made, and are continul oO be mace 
from toreig@n nations, ; 0 iltirmately the U.S. can reduc a dangerous and ¢ t] 
wartime cde el I ti 1} hn ior 2a8) re S essen raw tnatler ils 

Among tl t rategic lis rvl, larg nporte rom B | 

chromite ii I Philippines ypper trom Chile, cordage trom the 
Ph ippl » AL Fan ror | ane Mlrica. mercury 
oin Spa { \ yer i M 2 In nes. tin tror 
Indo Ay | B tunest Korea 








World Production by A.D. 2000 
Sir Harold Hartley’s Analysis 


Sir HAROLD HARTLEY, F.R.S.. giving 
the first Fawley Foundation lecture 
at Southampton University (May 
20), said that assumine the world 
population rose to 3,250 million by 
the year 2000. food production 
would have to rise by about two- 
thirds, or a litthe more than 1 pet 
cent a year compound, to feed people 
adequately. 

In countries that enjoved the 
advantages of science, mechanisa- 
tion. fertilizers, and better strains. 
the output an acre was rising steadily 
and the vield from cereal crops might 
well be doubled by the vear 2000. 
[he real problem lay in Asia and in 
Africa, with their handicaps ol 
malnutrition, land tenure and tradi- 
tions, leached trop al soils and need 
of water. Higher output today was 
barely keeping pace with growing 
numbers. The gap between the 
richer and the poorer countries wa 
widening: that was the alarmine 


feature, 


Biggest Industry 


' Bi. ] 
Jn speculating upon the future he 


included agriculture. because it wa 


the world’s biggest industry. There 
was likely to be competition between 


1 > ; 4 
food and industrial crops) which 


would increase the importance of 


snthetic materials. The relative 


jonificance oO} food produc tion Was 


shown by the fact that roughly 70 
ne : 

per cent of the world’s primary 

produc tion went to foocl a ici ie) ner 


cent to indi 


iStry 


; , . 
nents ob me Strla 


Po estimate the world’s require- 
} } 
| eoods by the veat 


2000 was much more difficult. Pur- 


chasing power and capital funds 
would be the limiting elements. The 
years since the war had_ been 
abnormal, and an annual growth ol 
3 per cent compound in industrial 
output was a likely guess provided 
we escaped the calamity of war. 
This meant that output wou 
have to rise 350 per cent by A.p. 
2000, involving an estimated increase 
in energy consumption of 125 pet 
cent and of raw materials of 300 pet 
cent, allowine for economu in 


manufacture. 
Limiting Factors 

Referring to the extent to which 
water, energy, metals, anc) mineral 
were likely to become limiting factor 
affecting agriculture and indust: 
Sir Harold Hartlev said that the 
availability of water would deter- 


mine the future lo ation Ot ¢ ities ant 


industry and the size of industria 
concentrations. Surveys and pl Wn- 
ning were needed to ensure that the 
utmost use was made of our water 
resources, 

By the vear 2000 there would be 
no global shortage of ene gy, 
although its availability might deter- 
mine where development took place. 
In 1950 the world’s consumption 


I 
oe 
Was Cquly il 


ent to 3,600 million ton 
of coal; in 2000, if industrial pro- 
duction had risen by . per cent a 
vear, the demand for energy should 
be equivalent to 7,500 million tons, 

More metals would continue to be 
ised. Luckily, the world was rich in 


iron and aluminnim, and on these 
two metals and their allo oul 
. . Id j sastnoly der cl 
economMy Would Increasthig caepena, 


Itrom The ‘Times, London, May 21, 1954 
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Personal Income in Ceylon 


Important Study by Research Department of Central 
Bank of Ceylon 


Monthly Incom No. of Ty 
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In Ceylon, we do not have mucl 
information about the income and 
expenses of the average citizen. 

We therefore welcome the Central! 
Bank’s survey of consumers’ income 
and outlay. Its purpose was to 
ascertain the sources and dispositions 


of personal incomes of all classes ol 
people. Certain other related data 
such as on. education, housing, 
savings and debts were also collecte 
The survey was restricted to 
randomly selected samples. Phe unit 
of enumeration was the household. 
The total number of households 


chosen for the enquiry was 1.1900, 


comprising O7 per cent in the 
estate sector and 13 per cent in the 
estate sector. ‘The sample was de- 


signed to represent cot mers livi 
in private hou e! Id , [ ereftore 
persons Jivine in sanatoriims. hos- 


pitals, hotels, restaurants ana other 


po Income Receivers—Distribution of Personal Income-————— 


in Rs. Receiver Re 








i all Tor I { 

ymie 

iver Total Income of | 
Ince 

Ot 2.544 I ) 
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mstitutions were excluded. goo none 


estate households and 140 estate 


households were selected for th 
study. As sometimes more than one 
a ny sear 8 nin ean eight 
lamuly o1 spending unit lived in the 
Same house the study Was macle 
according to the households, the 
spending-units and income receivers 

—_ = erste ae oe ey ee 

The average size of the household 
was 5.34 persons and the average 
number of spending units to « 
household 1.12. Which means that 
yme houses were sh ired by two O1 
more families. The average ‘spend 


unit’, which may be regarded as thi 
family, contained 4.77 persons. Sinc 
1 


1 
more than one person na‘ ne al 


; , “] 
mcome earnet In the family O} 


spending unit’, the number o 
income receivers to a spending un 
} aa 1 , 
was 1.56. Therefore it follows that 
Pat i 1 1th EVeT ne Ie } | 








) 


the proportion of income receivers 
in each income group and the pro- 
portionate earnings of each group. 


Inequality of Incomes 


A cursory glance at these figures 
reveals the inequality of incomes that 
prevails among this representative 
cross-section of Cevlon society. At 
the top 1 per cent of the income 
receivers obtain 16.2 per cent of the 
total income. About 10 per cent (the 
upper tenth) of them receive roughh 
40-45 per cent of the total income. 
The next 10 per cent receive just 
about a proportionate share of 10 
per cent of the income. ‘The poorer 
60 per cent of these income receivers 
earn only 43.2 of the total income. 
The situation becomes worse as we 
reach the poorer income groups, for 
the poorer 50 per cent o! the people 
receive from 15-20 per cent of the 
total income. The lower tenth, the 
poorest ten per cent, who earn le 
then Rs. 25 per month per income 
receiver, obtain only about 1.5 pet 
cent of the total income. We thus see 
the contrast between the richest 1 per 
cent of these families who earn one 
fifth of the total income, and the 
poorest 10 per cent who earn about 
one sixty-sixth (1/66) of the total 
income. 

In terms of persons and money it 
works out as follows. ‘Taking roughly 
three persons as dependent on each 
income receiver, the first 1 per cent 
consists of 17 income receivers and 
about 51 persons in all. ‘They earn a 
Rs. 33,394. 
‘This means that each of these persons 


total monthly income of 


has over Rs. 650 at his disposal {on 
each month. On the other hand the 


1 1 1 4 

poorest tenth ol the population 
ee ; : 
includes 105 income receive. incl 


about 500 per <On who t cet] 1 
. 3 . ) 5 1 
receive an income of Rs. 2 4.4. Thi 


leaves to each of these 500 persons 
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roughly Rs. 5.08 tor his monthly 
expenses. For his daily requirements 
he has therefore the paltry sum of 
17 cts, whereas his more fortunate 
neighbour of the richest one per cent 
has about Rs. 22 for his daily needs. 

Those who receive monthly in- 
comes of Rs. 25-50 form 26 per cent 
of the persons surveyed. In_ this 
group, about 1,362 persons receive 
altogether a total monthlv income of 
Rs. 17.344. When this is divided 
among them, each person has about 
Rs. 13 a month, or 43 cts. a day for 
his expenses. 

Transferring these figures to 
the whole of Cevlon we find that 
whereas a few persons have about 
Rs. 600 for their monthly expenses, 
there are roughly 800,000 to a 
million who have to content therm- 
elves with Rs. 5.00 per month. ‘Phe 
next 2,000,900 or so live on Rs. 19 a 
month or 43 cts. a day. ‘Together 
they form about 000,000 of a total 
population of 8 millions, and their 
average income 1s 37 cts. a day! 

This survey does not seem to be 
very far from the truth for similar 
conclusions may be found in the 
other surveys conducted earlier by 
Dr B. B. Das Gupta, 1936-1948, and 
in the survey of the 106. villages 
chosen from each Divisional Revenue 
Officer’s division in 1950-1951. 


Earning and Spending 


The survey calculates that the 
average Cevlonese receives Rs. 168 
and spends Rs. 162 a month on all 
his needs. Of this Rs. 162, Rs. 97 1S 
spent on food, Rs. 13 on clothing, 
Rs. 6 on housing. But averages are 

I 


tT 


deceptive in t 


e extremes Can 





influer c the rUTreS ver\ much. 


“fer ' ° 
( ertainly the ri he pes ple who earn 
1 


over Rs. 500 a month spend very 
much more than Rs. 162 on con- 
sumption. But what is the plight of 
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the two million who receive about 
Rs. 13 a month, and the poorest 
million who live on Rs. 5 a month ? 


[f a poor man buys two measures of 


rice in a week at the price of 55 cts. 
he has to spend Rs. 4.40 of his 
monthly Rs. 5.00 on this primary 
necessity. Then where could he find 
the money lor other foodstuffS such as 
eves, fish. vegetables, condiments ? 


Even if he were to spend less on rice 
and a litthe more on vegetables. 
condiments and other food items, 
where is the money for him to buy 
a sarong for himself, or a cloth for his 
wile, or to repair the house in which 
he lives, or in order to meet the 


expenses connected with the free 


3 
education of his child? Nor are those 
who receive R month very 
much better off as regards these 


absolutely bare essentials of life. 


| } . ud be 
Sad CONCLUSIOI is that in 
1 | 1: : 
Cevion where: a few may live in 
enviable conditions of life, and a good 

fe 3 1 
proportion of the people may be able 
expense 


Without vrave Ince Wwe} ience, about 


ih: 

three millio people é nable to 
| 

} - | } | } } 1 

oOptain the ood, th ie ind the 

housing tne require. 


neome according 


to educational standards and accord- 


a ©e€ Surveys 
Ing to occupations also point to the 
same inequality in the distribution of 
wealth and povert of the unecucated 


aerk iltural worker, 


Income According to Educational 
Background 


\ Soren 
hd ( / é Monthi 

A ? Income 
No Sc} oling at all , 19 59 
Primary Schooling onk b46 O4 
Secondary Schooling 205 214 
Passed S.S.C, D7 295 
Higher Education as 3 3 5O4 


As the bank report notes, this 
sreat difference in incomes received 


at different educational levels is a 
feature which is much less noticeable 
in the heavily industrialised 
tries, where the standard of 
even of the illiterat unskilled 
labourer is much higher than that of 
his counterpart in Ceylo: 


Occupations and Income 


Lhe occupational ahnaivVsIs O1 Lhe 
ene) eer rugs ' 
distribution of income shows that 46 


pet cent of the people surveyed work 
on the land, and receive 389 per cent 


of the total income. Lhe most 


profitable of the occupations among 
these families are commerce and 
transport in which each income re- 
ceiver earns an average monthly 


o 


income of Rs. 292 and Rs. 24 
} 

iowest income 
registered for miners and domestic 


respectively. ‘The 


servants. About 6.4 per cent of these 


yersons are emploved as domesti 
I 


“ 1? 
servants anda recelve an average 


income of Rs. 75 per month. 


An average monthly expenditure 
of Rs. 162 was th d ributed 
Food 
Clothir ‘ 
Housing 6 CO 
Lranspe (x4 


f 2 ; > 
Of an average income of Rs. 168, 


they spent Rs. 162 © onsumer 
goods and saved Rs. 6. The hieh 
proportion of total income spent on 
tood—nearly 60 per cent—is an in- 
dication that the standard of livine is 
rathe low. Nearly jO per cent ol 


the amount spent on food was used 


1O} buvine rice and other food rains 
whereas three person pent o il 
about Rs. , a month on meat and 
egos. his too is an indication of the 
rather low nutritive value of the di 


of the average Ceyloness 











How the Prophets Emerged 


Comparing Forecasts of a Year Ago with Experience 


In order to stimulate further dis- 
cussion and study of the problems of 
the Royal 
Staustical Society, in February of 
\ invited a 
academic and business economists to 
forecast five key indices for 1953. 


economic forecasting. 


last vear, number — ol 


Personal Expenditure (at 

prices 

During the recession year of 1952 
real’ personal expenditure fell by 
69 pe For 
musts forecast a rise of 0.78 per cent; 
he actual rise of almost 
times as 


1948 


i? Cert, 1953 the econo- 
}.0 per cent 
ereat. In asking 
vhat went wrong, it is fair to remem- 
this made 
before the 1953 ‘incentive’ Budget, 
which introduced tax and other con- 
cessions specifically designed to re- 


five 


tA C 


ber that forecast 


Was 


vive home demand. It is therefore 
not surprising that expenditure on 
personal consun 


] ption rose well above 
] 


l 
Industrial Production 
Phe 


Economic Survey 1954 re- 


ma that “The recovery of home 
demand...aided by... the Budge 
uk raised output considerably’. 
Nearly three-quarters of this in- 


creased output was, in fact, called 
forth bv the in personal 
consumption. Their low estimate of 
the latter naturally led the fore- 
casters to under-estimate the increase 


increase in 


in production, which actually rose 
in 195° 


by 6 per cent, as against a 
predicted 


increase of 2.4 per cent. 
Volume of Exports 

The economists’ average forecast 
was remarkably accurate, the pre- 
diction for the year being 98.0 pe 


From W 


Re 1€ cf 


stminster Bans 


cent of the 1950 volume, against an 
actual result of g8.1 per cent. 
Retail Prices 

The average index for 1953 was 
140 —exactly the same as the figure 
predicted. 

The Interim Index of Retail 
Prices had remained fairly steady 
during the second half of 1952. ‘The 
} per cent rise in 1953, mainly due 
to higher food prices following the 
reductions in subsidies, was, perhaps, 
not surprising; but, as in the case of 
the volume of exports, the size of the 


{ 


increase was forecast with remark- 
able accuracy. 
Number of Unemployed 

Durine when industrial 
production was declining, the num- 
ber of unemployed averaged 2 per 
cent of all insured employees. Since 
was generally expected 
it is at first sight 
why the forecasters did 


1952, 


produc tion 


to rise during 1953, 


quHicult to see 


not predict a corresponding fall in 
unemployment. 
In 1952, however, the fall in pro- 
duction was reflected partly in a rise 
| and partly 
in a rise in short-time working (con- 
led unemployment). In making 
1953 unemployment forecast, 
the economists probably reckoned 
he rise in production would be 
sufficient to reduce concealed unem- 
but not great enough to 


in true unemployment, 


CCAICE 


that t 


ployment, 
reduce true unemployment below its 
1952 level. 

\s it turned out, the rise in pro- 
duction was greater than predicted, 
and, consequently, the unemploy- 
ment position was also more favour- 
able than the forecasters expected. 
London, Ma 


1954 
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LEST WE (AND THEY) FORGET 
Africa’s Debt Busi 5M 
ricas Vebt to Business ‘Vien 
BY LorD MILVERTON 
Governo )] Nigeria, 1Q4 <7 
PDSSSSSS LL LDS LLL LD PDI IIIA economic interest vel name Coen 
Jithi Lit I { Lil tpt vill 
Few. if any, of the rich resources which certain strategic excep Nomies 
lod é L/r ” important pl Wwe were take } T ha 1 10? e pl tit Ol 
the econon faa f the world would, huropear Dot a CO! mers O1 
or could. have been developed without the exports and a imp rte ods the 
skill. pil 1} enterprise f european people can be indu ed to consume. 
business. Che trail was blazed by traders and 
PPSSSS SSS SS LSS SSSSSS SAIS ILS Lo EMUSSION AICS OM whose twin Opera- 
tions arose colonial pol and an 
Cur development of modern Africa increasing sense of moral responsi- 
owes everything to ‘business’ and its bility for the welfare of the people 
os . . _ 1 ° 1 . 

manifold operations, Lhe MuUropeayn» whose owl Clai ANd eC€cONOMIC SVs=- 
has supplied the enterprise, capital, tem was increasingly disrupted by 
kill, brains and experience without these commercial and _ religious in- 
AS Re ; : ’ ? : eee f : } } 
which the miraculous transformation — vaders, or, as in much of Central and 


of the past fifty vears could never South Africa, by these immigrant 





have taken plac e. Evervwhere it has into empty lands whose presence an | 
been the activities of ‘business’ that dynamic e Vy so ed a 
stimulated even the control and the magnet to draw African labour from 
( lene Csovernme ( bo countri¢ 
lt true that Aft vas struck it ’ , nee P 
Eee: bene oe Exploitation and Civilisation 
awakening from centuries of stagna- However one mavy define progres 
: tion has been caused by the impact it is now gener iD) ited tha 
of Western finance and the dynam material betterment is essential be- 
- enereising force of the Kuropean fore educatu t ¢ n lo it work. bef re 
trader and agriculturalist and miner, Africans or any other people can 
It is he who | is created industries develop their facultie und before 
| abov Il minine industries and leisure can be p prope ( 
° export trade, and in so doing has which is implied in civilisation. 
: created a revenue from which the Development vp tion in ul 
) beginning oft civilisation for the EnsSE, 7 4/ beings, ¢ 
African could come about. ‘The n the slave tra but exploitation of the 
intervention of the white man has — natural resow hitherto ly n far 
‘ done what the native African Gov- — their utilt n for nd 
3 ernments never succeeded in doine. hined and } t} expl ho 
- It ha maintained peace and estab- {} later f of } val 
: lished a basis for social development. cho form the anit 
Philanthropic motives came. alter It would | eas to bur he 


From Prosress. Magazine of lt Ltd.. London. Sp 7 
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reader under a flood of statistics 


PELUUSTP Lad! Lhi¢ chanee in material 
circumstances which has been 
wrought in the filtv-three vears of 
this century by European effort, by 


the fertihzing influence of trade and 


capital apphed to development. 


Phe contribution of “business” t 


e development has carried a con- 

ment in filtv or sixty vears trom the 
ie os 

da of lhistorv to the breathtaking 


from. the 


wheel to the com- 


t clpsti C+] eae 
plicated SKIS OF the mining industry 
'> | ae te } 
Rhodesia and South Africa and 


i] 
| e plywood factory ol The United 


\irica Company in Nigeria. But in 


contemplating progress One must not 
, ae ’ 

eet the closely linked complexity 

} 9 Liat He tet heneatl 

re pronpiems that we just beneath 


periodically disturb 


1 7 
bvovernment which often appears to 


: ; 
x as bewildered and unprepared as 
the African for whom time has 
telescoped O00 Vears nto | i 





Statistical Examples 


} 
| C ( CVE e.0) Ken a and 
, = 
[ inda combined was about 
/ 5 OOK 1 ih 52 1t wa about 


f 5.000000, } xX pt rts [rom 


territories in 1902 were valued at 


current! 


{ > 
out £ 200.000 and are 
yd 


nning at £ 75,000,000, In 1905 the 


tton exports from Uganda were 10 
Ce fee 
il . i 1 


1Q52 they WETE OVE! 65,000 


tons. Exports of coffee in 1913 were 


Hoo tor ‘Today they are in the 
region of 44,000 tons. Exports of 
coffee from Kenva in 1918 were 250 
Lol in 1Q52 the, were 17,000 tor 

In 1920 the export trade of Lan- 
are | vika Was valued al Mi 1.300 000, 1 } 
q52 it was £48 million. In 1938 the 


value of the total imports for Kenya, 
Uganda and Tanganvika w: 
month, in 


month. In 


© q 
£ 040,000 a 
y ae 


10 mi! 


1952 it was 


Northern 


1) i 





Rhodesia in 1952 the production ol 
copper reached 300,000 tons valued 
at £75 million. In Southern Rhodesia 
the gross value of secondary indus- 
trial Output now approaches £100 
million per annum, and native pro- 
duction of few 
1Q45 to oO 
million Ibs in 1952. Local spinning 
mills local 

produc e all kinds of cotton eoods anc 
South 
There is a 


from a 
thousand Ibs in 


cotton rose 


hundred 
which 


supply factories 


sell them as far afield as 
Nigeria. 
told of tobacco 


and food-stuffs. Everywhere in Africa 


Africa 
similar 


and 


Story lo be 


staustics relate vast material progress 
stimulus of 

enterprise. 

fioures for West 


, 
under the 
S| : 


HDUSINESS 


European 
Lhe trade 
Africa are equally 
: revenue Ol 
Nigeria has risen from {4 million in 
1913 to £45 million in 1952 


Conditions of Progress 


If we look closely at what has been 
chieved in Africa during the past 
VY or sixty vears two major facts 
firstly the supreme import- 

mineral 


econdly the 


emerge. 
and 
truth that man cannot 
In other 
progress 
in water-ught compartments, and if 


ance 1 resources 


be saved by money alone. 


words, you cannot have 
economic progress is to be stable it 
must operate in a social and legal 
framework suited to it, while its 
pace is finally limited by the quan- 
tity, quality the 
whole population. 

Any write. 


1 
ecno t 


and eft IENC\ of 
on the subject must 
he acknowledgement made by 
Lord Hailey in his 
work African 
Frankel and to the comprehensive 
ability of his book Capital Investment 
m Africa, As Frankel has 
emphasised, the modern economic 
Africa dates from the 
mineral discoveries in the southern 


monumental 


Survey Lo Professor 


Protessor 


history of 





AFRICA'S DEBI 


hey in- 


investment of foreig 


the continent. 


part ol 
augurated the 
resources and the revolutionary pro- 
cesses through which Africa is beine 
incorporated in the income-creating 
activities of the world. It is gold and 


l 


South 


acri- 


diamonds that have given 

Africa the means to combat 
cultural conditions. In Africa Mothe 
Earth is not the benignant deity 0! 
civilised 
repellant and forbidding 
ing to be tamed, and up to date the 


imagination but a mahen 


powe!l Walt- 
necessary resources have come from 
mineral development. 

As has been well said. Africa is net 
a treasure-chest to be opened but a 
tropical farm to be developed, in the 
climati 
and social conditions. It is true that 
the future economy of most African 
territories must be predominant 
agricultural, as it has 
past, but one may also ask where 


face of most adverse natural, 


been in the 


Africa would be today without the 
product of its mines. Many minera 
sull 
development and the uranium of the 
Belgian Congo is already one of the 
most important world supplies 


] 
I 
clisc OVEeE'TV and 


resources await 


South Africa Dominant 


The agriculture of South Africa 
has a base of gold, and it is due to its 


mineral wealth that the Union of 
South Africa is more highly de- 
veloped than any other part of 


Africa and has been able to do far 
more for African welfare t 
other part, despite its much criticised 
racial policy. The Union of South 
Africa dominates the African scene. 
It is estimated that of £:1,222,000,000 
external capital investment in Africa 
77 per cent went to British territories 


( 
! 
} 
i 


lath ATW 


and of this £52 » 000,000, Or 42 pel 
] 


cent of the total helor “Ss tO Sout} 
Africa. which ts in addition also the 
only country rich and strone enough 


IO BUSINESS 


MED ‘ 


to provide capital lox V 
ment in scientific agriculture. It 1s 
also the only country as yel which 
has a substantial concentration of 
industrial production serving an 
internal market. 

‘There are 
countries in 


Only three 


the area we are con- 
sidering —Ethiopia, Liberia and the 
South Africa. lt 


Union ol loe not 


require long consideration to decid 
which has done most for its people 
{ whatever race and or lour, hot 
where the economic leadership of 
Africa really lies. It mav well be th 

n the next generation the mantle o 


leadership will be inherited b 
| 


new Central African Federation § if 
all the hopes centred in it e ftul- 
tilled. 
Fifty Years Ago 

Lhe twentieth centurv opened the 
era of constructive and = creative 


Nirvan - 


Let us glance at what problems they 


ac tivit’ by We stern powe 
found and how they dealt with them. 
It was a continent of poverty, 1gnor- 


ance and ill-health. a_ relativel 


sparse population mostl\ pastoral 


and agricultural 
difficult of access and infested with 
virulent tropical diseases. no 
the ( 


harbours, an 


with limited wants, 


navie- 


able rivers moo, few 


except 
natural absence of 
roads and railways. 


soils, vast tracts made uninhabitable 


1 


poorly endowed 


far 7 id lhe wr tcet ] 

for man and beast bv tsetse tiv. no 
knowledge of mechanical power. no 
law and order. primitive social and 


economic organisation, no concept 


production for purposes of ex- 
ange. The African had little to 
offer and little to demand from the 
trade 
in the Western sense. He was 
ecupied with the diffic f living, 
ind the maintenance of food supply 


() 


cl 


ind had no ha ndustrs 


Wal the primary occupation ot the 








tribe and was a socially oreanised 
concern. He was ridden with super- 
stition and governed by tear. His 
work was a function closely inte- 
erated into the religious and social 
tabric of his tribe. The doors of per- 
sonal opportunity were fast) shut 
upon him. It was the advent of the 
Luropean trader that first broke 
through the darkness of centuries and 
began the process of enlightenment 


which has gathered such speed today. 
The Picture Now 

Now let US olance at the picture 
today. The positive achievements ar 


immense. Africa still mainly a pro- 


ducer of raw materials, the increased 
demand i} wi ic] has depended 
largely ona ris uy standard of hte in 
Europe and America. The organisa- 
tion olf this trade, the protection of 


producer interests and the creation of 
marketing facilities has been the 
work of Europeans, business men 
with a keen appreciation of the value 
of fair trade. As a broad generalisa- 
tion one may a\ that West Africa 
has developed on a basis of Atrican 
primary production with the export 
business in the hands of non-resident 
Europea . while in East. Central 
and South Africa there has been an 
sing settlement of Europeans 


who have made the country their 


home and have entered into every 
1] { 4 ly } . ] 
walk of agricultural, tradine and 


mining activity. But evervwhere it is 
the European wh has provided 
capital, tech: ical management and 


organisatiol mMarkeuhnys and trans- 


the Government? The achievement 
] ne ’ } riyy hy) t 4 

Huse € UZ ZL) | It tS: Ot 

15] t t | ly} | y > { 

pa 1iie im vet } aAlANnCce. pict re: oO 
} 

| ) t | Jay & the clevalas 

Hi¢ pe l S pla ed in the Gdevelop- 
| 

ment of modern Africa without some 


assessment of the effect on the 





206 ECONOMIC DIGES'] 


African and the part played by him 


and bv government. ‘lhroughout 
Africa all these achievements have 
been based and are based on African 
labour, and also to a large extent 
upon the provision by government 
of basic equipment for development 

railways, roads, harbours. watel 
supplies, education of every” kind, 
but especially technical education, 
sane finance, security and political 
stability. 


Function of Government 


\s the tribal economy has broken 
down before the driving force of the 
European exchange economy, com- 
plex problems, social and political 
have arisen and in some cases still 
defy solution, 

Phe shift from subsistence aeri- 
culture to production for the market, 
the crowth Ol population due to 
security, sanitary and medical 
science, and improved nutrition, the 
erowing desire of the African to 
enjoy the benefits of the European 
system without appreciating — the 
price in the social and industrial 
svstem of life, are problems which 
cannot be solved without the close 
co-operation of ‘business’, Moral and 
material development must go hand- 
in-hand and it is probal | 
that ‘business’, because its continued 


ily fair to say 
‘xistence depends upon keeping its 
feet on the ground, has often over the 
past fifty vears seen the difficulties 


S 
} 
1, 


and their possibilities of solution 
more clearly than government. It is 


‘ 


also fair to say that had government 
taken ‘business’ more into its coun- 


els many mistakes of the heart might 


} cl } her hatter : : 
have been avoided by bette liaison 


There is here 


with the head. J 


| 
i 
{ ‘ ; F . 
reservoir oO! practi iI experien e and 


knowledge of the African which has 


never been adequately tapped. 





Japan’s Competitive Power 


BY HESSELL 


Talk ts being heard abroad about th 
menace of cheap jfapane ana 
of sweated labour in Japanese factortes 


It is being heard again even before that 
nation’s post-war trade drive gels into hig! 
gear. Simultaneously in Jape 
employers organisations be 
that high Wage costs and lou Pproaducellvity} 
are causing thet 
fight for export markets. WW hicl 

right? And how cheap can contemporary 
Japan become? 


country to lose in the 


THE following figures, imperfect as 
they are, will help to co 
impression Japanese indus- 
trialists seek to spread that organised 
labour is considerably better ofi 

and the gap between labour costs in 
Japan and Britain substantially 
rowed—compared with pre-wat 


rect tHe 


WMahhy 


llal- 


days. 

Before 1941 Japanese 
priced low for a variety of rea 
including Government subsidies, 


eoods were 


Ons: 


elling below cost, efficiency — of 
organisation, ‘interlocking’ systeis 
between banks, commercial houses, 


factories, and shipping firms, depre- 
ciated currency, and a 
living lower than anv Wester 
union would tolerate for five minute: 
Rationalisation played its part in 


tandard ol 


keeping production costs down. So 
in the all-important textile industry 
did the widespread use of girls as 


workers. 
cent of all mill operatives were young 
country girls, the bulk of whom were 


In Japan, in 1936, 85 


paid in cash about ts. 4d. dail 


The ‘doubli prici a vstem. tf ) 
workers, and the lo standard 
are still there. Rationalisation is again 
Ire Cheah G x18 fror j , \/ 


‘TILTMAN 


under way upon imple tton oJ a three- 


year renovation plan in iron and steel 56 
per cent of the plant in the industry ‘wll 


been modernised. Interlocki 

Dines are onstituted bj lie 
resurgent zaibatsu firms. Subsidi 
re ppeared in the steel and shipbuild ng 
And there is in Tokio ever 
talk of an 
evaluation. 

Will such developments suffice to 
back the 
the nightmare of 
the 
living and the cost of labour have 
risen compared with fifteen years 


Mave 12 COlMle 


being re 


have 


NduUstries. 


more early “unave 


‘cheap goods’ that 
West 


a 
Both the cost of 


Dring 
were the 


before war: 


ago, and the country’s advantage 
over the West in manufacturing 
costs has narrowed—but not very 


much. 


Low Productivity 


he Japanese Ministry of Laboun 
calculates ‘unofficially’ that the over- 
all percentage of wages represented 
in the sum total of production in all 
manufacturing has risen from 8.2 pet 
cent in 1940 to I 1.0 per cent in 1952. 
aking 1934-6 as 100, real wages in 
manufacturing have risen from a 


post-war minimum of 30.2 in 1947 
to 107.3 In 1953. Productivity of 


remains low by 
comparison Western nations 
Taking 1935-8 average as 


labour productivity over the whole 


Japan's workers 
with 
1Oo. 


field of mMino cl minfactiring in 
reid OL Mmning and Manutlacturing in 


Japan in 1952 (the last 
which complete figures are available 


vear iol 


stood at 99, compared with 152 in 


the United States and 127 in the 


| nited Kingdom. 
The ‘Yearly 


Econom Report 


Guardian, May 18 and 19. 1974 








,< 


1953. of the ofhcial Economic 
Council Board states that coal pro- 
duction per man-day underground 
and surface) fell from o.71 tons in 


1931 to0.45 tons in 1951. Production 
of steel per man-month in Japan ts 
slightly above pre-war but stil little 
more than hall the British figure 

3.93 tons in 1952 lor Japan coim- 
pared with 7.08 tons in the United 
Kingdom. ‘Vextile output makes a 
better showing—-labour productivity 
heures for the ten largest spinning 


compames tor 1g5t were 7.3 pounds 


{ 


In 21 gauge yarn) per worker-hout 
compared with 5.2 pounds in Britain. 
‘But the (cash) wage in Japan’, 
reported the Onvzental leconomist re- 
cently, “was only one-tenth that paid 
in the United States and one-third 
of the British. Consequently the 
labour cost per pound came to only 
1.0 United States cents as against the 
6.6 cents and 7.5 cents respectivel 
in the United States and Britain.’ 
Even so—and in spite of the tact 
that ol the spinning industry’s labour 


force of 116,000 some 43,000 in May. 
- } 
1953) were girls under twenty years 


) 
} 


of age and a further 16,795 were 


women under thirty-—the average 


monthly wage in the industry of 


{19 12s. for males and £09 2s. for 
~ ~ + 
females (November, 1953) was sub- 
stantially higher than in most othe 
manutacturinge industries, 


Wages and Output 


\ccording to figures supplied by 
the All-Japan Cotton Spinners’ Asso- 
ciation, taking 1934-6 as 100, the per- 
centage of labour costs in_ the 
industry has risen to 156.3. The 
association estimates present average 
monthly wages (both male and 
emale) in the principal textile-pro- 


In Japanese currence 


at 1©O.022 yen per worker 11 the 


United States, 90.139 In Britain, 


vt) LKCONOMIC 
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21,398 in West Germany, and 12,711 
in Japan. Processing 100 pounds of 
cotton yarn is said to require 6.59 
labour-hours in the United States 

1949), 15.99 in England (1946-9 
and 13.70 In Japan. 

In steelmaking, the Oriental Econo- 
must recently reported, “because the 
wage level in Japan is low the labour 
cost per ton of steel ingot is only $14, 
as against $22.50 in the United 
States and $17 in Britain’. The sto 
of what has happened to labour costs in 
the past fifleen years tends to differ accord- 
ne to whether one is talking to manage- 
prent or unions. 

‘Tron and steel industry real wages 
nave gone down sharph since pre- 
war, Mr Junzo Nagano, adviser to 
the Iron and Steel ‘Trades Federa- 
tion, told me. ‘In 1952 in Japan raw 
material represented $9 per cent of 
the total cost, fuel 45 per cent, main- 
tenance 5 per cent, and labour about 
i per cent, (For Britain, according to 
Mr Nagano, the comparable figures 


were raw material 40 per cent, fuel 
{1 per cent, maintenance 13 per cent, 
and labour 6 per cent. 

Exact Japanese costs are con- 
sidered a trade secret, but based upo1 
quotations for a ton of steel bar: 

I9mm.) costs today in Japan are 
equivalent to $104, in the United 
States $00-$65, in Britain $70-$80, 
and in Belgium $85. Japanese steel- 
workers employed by large firms 
receive the highest wage paid to the 
nation’s ‘brawn workers’—with over- 
time, but excluding semi-annual 
bonuses, about £21 monthly. From 
this 20 per cent is deducted for 
income tax. In 19 


4-6 the average 
wage in the industry 


according to 


the union, was equivalent to {28 10s 
and no income tax was payable. 
‘Productivity (Mr Nagano sa 

now 20 per ce nt higher < | Waves 


25 per cent lower.’ 





[PANS COMPETITIVE POWER PL 


7 Sewing Machine Exports themselve o rc export 


of prices down. 


9 Prominent amone Japan’: leading Labow vf rise? 








es export Are ewing machines and RaFPl) ) ; per- 
‘7 bicycles. In 1951 exports of sewing — centave. Five 
machines totalled $29 millions, the for 90 pe he t n 
: ughest recorded since 1g40, but a Rationalisation, heor no. ap n- 
ie harp drop from an annual average creased 
ul of $169 milhons for the 1934-6 thal fiew oa ] 
1, period. In 1952 exports of sewine companys vy 
7 machines we lightly Jess than the tbroad at one-thiy 
previous year, but the industry was — products mu | 
mn ull the second largest export earner ¢ , 
/. of all machinery. In 1953 exports Company Housing 
C= totalled $22.2 {4,700 \ ty pi al sew- seventy-five per cent the com- 
ing-machine factory is the post-war pany’s emplovees are male 
( plant of the Juki Industrial Gom- — earni: for a 48- 
e- pany, Ltd, near io, Which manu- in the case of men of 29 a 
) acture me 7,400 machine over (andl the prese ext 
Ss month! hich one thousand to — rate {16 TG, 
‘ filteen hundred are exported, mainly Bachelors m e in comp: - 
of to the Middle East. South America. mitories, and 20 per « | 
- and India. married emplovees occupy comp - 
Lit Production cost of the company’s wned house Phe wor em- 
tO nal tre id mM le] f cil i ( sales plo e€ ( i ! ? ( ’ 
eS ( inisati dvertisin ex- £7 month] nd are ed and fed 
el Perse {13 apiece, Mr Tadanori — by the firn cos f | ( 
Mat cial the compat ( 
told 1 I l-price svs- — official ( 
5s er tive ( p ce \ ? } 1 Ta) | 
in {15 ile ¢] mn the yan 
I i ( CO] ¢ ket 5 . . r ° 
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al price, and re ois no profit) on 2.256.000 1 were Ipped 
m export o1 le 7 1) ces have slumped abr ad. Sines he acl al CX- 
: = 1] { a ) ' , 
(>t VTACUALIN ’ Lr) « Deak Of round $40 ports oO} DIC\ ( ee! 
re in rast. ‘The Japane lomestu slugeish, a intl last vear to 
to market continues strong and so we — per cent of the total production ot 
IS. can maintain exports by cutting 502 000 uts. “Phe price of Japanes 
e. prices. Our main trouble increas- bicycle ( pe! 
1 inel evere competitor from othe: than that of Brit na cture 
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one time, Japanese products were 


too hiehls 


foreign market. in the first 
last year the price went down to 
924.45, 
the British price of $25.37. 
One of the most prominent makers 

e Dai Nippon Bicvcle Manutac- 
rine ¢ 


} 
HOouUsana 


nearly a dollar lower 


ompany, 


which employs a 


workers in three factories 


ind produces some seven thousand 
bicveles and equivalent 


monthly. ‘Pre-war. the 


pat Ls 
wholesale 


price of the company’s superior 


model was equivalent to about £16, 


and the cheapest £8, but some small 





‘ af 11° . 
Japanese plants were selling bicycles 
1 \ . > . 
s dow =as <4 Mr T. Mizutani, 
ma director of the company, 
é ] | ia 
fe me. “Today. the wholesale 
rice 1 the uperiol model in the 
4 5 “ ’ er. 2] ] { 
dome market is £18 1os.. and olf 


’ ' , . 
ne cheapest Phe export price 
2 : 
I 


of the cheap model (the only one the 
m now sells abroad) is around £9, 
epresentinge a differential between 
Tie and CXPOrt I ket of close to 


{2 per bicvcle. But ‘exports market 


; 1 } ’ F 
Hare i avy nail ( Gi 3 
’ ? 
OMaUCTION me 200, ty} CLES 
1 , } 
( Mv jor the \ eindust! Ki 
t , ) } lracdiy wrt ' 
Une () De C¢ 1 marts S 
CxX236) ec 


' P 

made ns sub- 
1 } 7 > 1 

and assembled inthe 


Nippon Bievcle Company’ 


plat which makes it difficult to 
lculate Jabour costs. But Mr 
Mizutani claimed that ‘the cost of 


with the equiva- 


: ‘ ; 

lent « {4 monthly at the low 
_ ; : 

exchange rate prevaHine in the 


priced to compete on the 


Japan S we 
J} 
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thirties. This wage compares with an 
manutlacturin: 
fie 


were 


average wage in all 
industries of £17 7s. 
monthly if the Japanese 
placed upon a 


or about 
ven 
more realistic 
of 1,500 to the pound 


eX- 
( hanee rate 


sterling, 
To Sum Up 


‘Tosum up. Wages absorb a larger 
slice of the total national incorne than 
In 1934, When average daily earnings 
indus- 
tries was 1s. 74d. for men and tod, for 

; : 
But, havine 


present artificially 


ina comprehensive group ol 


women. regard to 


the high ven 


exchange rate the depreciated pur- 
chasing power of the yen, and a rise 
in living costs, it is not clear that the 
rise in labour « 


OStS has as vet contrl- 


buted materially to offset the advan- 


tage which Japan enjoys as a cheap 
Further, 
the ultimate effects of post-war wage 
the 


nese worker is stl much 


labour count whatever 


7 creases upon export prices, 


average Jap: 


where he was in the pre-war vears 

wl rT } W 5 < | NE to the subsistence 
level, And with a virtual wage 
free W in Operation, prospects 


1c)? 1) } 
IO all Is¢ 


STL I andards of 
rkers are dependent upon 


nrice levels 


the livine St 


reductions in domesti : 
' 


of which t 
The jl 


. J 4 
samplin 0} ( mditions as a 


ere is at present little sign. 
ures I have aiven, u 


i i 


} ale only 

ik hole 9 
strongly suge s/ that if an l it hen Japane SC 
obsole te equipm nt an | 


completes rat malisation plans, and com- 


industry replaces 


ave hy ucht down lo u rl 
levels. the main exporting industries wall 


at 1M be in a position 


jut devrating 
the path of economr 


lotlude 


} 
y i] 
(cecil 


} ’ 
too far fron and 


FOr { } er 
COMMEeENCLAL Te O Off e? thea foreion 


aa ; 
competitors hard ovaltle fo wersea 








Coming Burden of Aged in Britain 
P.E.P.°s More Cheerful Estimate 


IN 1972, on the basis of the Registrar 


General's estimates, the proportion 
of the population of active age in 
Eneland and Wales will be 62 per 
cent, compared with nearly 64 per 
cent at present (1952). For the 
country as a whole the dependent 


population will increase by less than 
two million (three million more old 
people but one million fewer children 
under fifteen), and the active popula- 
tion will increase by over half a 
million, 


Set out in terms of the future 


changes in the = structure of the 


mi 1 > 1 
population, te prospects for the 


nation of an increasing number o 


old) people are less frightening. 


1. between 1Q3Qq wid 1952 the 


Indeed. 


i 


number of dependants in the popula- 


. } 1 
t108Nn Increased 1\ OVC?) 2,500,000 
1,000,000 children and_ 1.300.000 
} 1 1} } , 
old peo howeh. the numbers 
" | ro } ’ 
1)¢ Tie he ee een and the 
i 
~ ] 
pensi | ¢ ¢ abo t the 


Why This Anxiety? 
Whv is there so mn 


about the luture economic problems 


Lf } . 
| foreboding 


ola erowin army olf as ed people and 

ically no reference at all to this 
hange in the structure 
of the population which, in numerical 
terms, makes likelv decennial 


Lov k relatiy ely 


These fears seem to ignore the fact 
that although the number of people 
in the active age-groups has barely 
increased at all since pre-war vears, 
the numbers in civil employment 
have increased by more than 
\llowine for the different 


by Providine for Pensior 


2 O00 O00 


wav in which manpower statistics 
are now collected (compared with 
before the war), it would appear that 
the proportion of the pop tlation In 
civil employment increased from 


12 or 43 to 45 per cent. ‘Phe reduc- 


tion in the number unemplov ed. 
from 1,700,000 in 1938 to 100, 00 In 
I952, accounts LO} most of the 


improvement. (There has also bee 
an increase in the proportion ol 
women at work. 

Despite an increase of ove} 
2,500,000 in the number of de- 
pendants in the population between 
1939 and 1952, eighty-two were at 
work for every hundred not working 
in the latter year, compared with 
seventy to seventy-five for every 
hundred not working before the war. 


Phe ratio between ‘producers’ and 


‘non-producers’ will be one of the 
kev economic tactors in the future, 
the number of old people gro 
Is if possible t© ¢ ak l late this rati »? 


If it is. then it will be easier to 


und 


erstand the long-term effects on 
the country’s economy of the increas- 
ing number of old people. Will a 
smaller number of workers | 
support a larger number of de- 
pendants . 

It is of course extremely difficult to 


predict the future working popula- 





° ° S | 
tion. as so manv economic, social and 


political factors are involved, but it is 
possible to make a rough guess on the 
basis of present experience. The 
Table shows possible future trends 


yn the assumption that the propor- 
tions of men and of women at work 
both under and over the pensionable 
ages will remain constant 


‘.P., London, May 23, 19 
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Producers in Civil Employment in Relation to Non-Producers 
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le. Despite a sheoht in) the next twenty or thirty years. 


end to fewer people in the active Need Old People Work? 











e-vroups in the next twenty vears, [In general, population trends in 
ere will be more men but fewer Britain reinforce the need for all 
| ! 
ome » these agve-vroups. (More employers to make the fullest use of 
} hy Pe { ] } 
e€ as mat nen as women the abilities of older people below 
rmally in civil emplovment. pensionable age, and also to employ 
! . we Mal explanation fol the to the best advantage those bevond 
( re trend indicated 1) the pensionable age who are both able 
} 
} } ] 7 P Pa 
| ‘membered that d willine to continue at 
i ulp- B L the ¢ lor ere rage) 
} I l a Deo?! ke ) La\ | 
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F ( lieve } ¢ cnu } li alle p 
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( ; vome! work both trends and patterns Ol work give no 4 
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i remal nstant. But what work Dbecause within the next twenty 3 
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potential pro- ee fewer workers Gone more work ‘ 
non-producers ino the to maintain more dependants in the 4 
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New Books Reviewed 





Vigra and Economic Growl 1 Study o/ standpoint is that the Brit i 1 


Great Britain and the Atlant Economy to submit himself. for the first time in a 
By Brinley Thomas. National Institut / lecade,. to tt ipline of ’ narket 
Ieconon nd Ss i Re ar . kconon na caominated ) 1) ; ! pre re +1 
Social Studies NII. Cambridve University Press must therelore lear V tO Ure rolitably 
1954: 425. under those conditions. He he es 
Vhis book, the fruit of long research, has a that purpose, the farmer needs a broad pic- 

central theme of the rhythm of the ¢ ul rn ture, not only i Br I Pui the w rl 

the Atlantic economy, from 1830 to 1950, economy. He has theretor sel 

expressed in periodic waves of intert nal ask of presenting a picture icient 

migration and foreign lending. Other b- to be val 

jects discussed are British settlement in the | 

Dominions, the origin and impact of .meri- perhaps: accustomed to thi 

can immigration restriction the social He has mae i tho rh 

ladder in the United States, and the influence extremely difficult t | 

t immigration on American productivits will need to appl mself tl or} 

Che study, which gains added value by tl s to get anythin: 

inclusion ol the whole Statistica material tainly get a I t it 

ised in its preparation, is an important does apply hin sare 

ontribution to the analysis of the ce lop- others it represents 


s B i 7 1G | ( ! l 

A. ke. Th Uy , © Ins t / Le ( ( } 

Research in Agricultural Econon Oxford Conservative Political ( 

Var 2 1954. 108. Anvbody wil iS O1C eT 

some idea of the quality of this document the old party 

4y be gained by reterence to th Ktract 4s Me reads this book 

ym the pretace printed elsewhere in this 1 Liberal approa revery sel Part | 
ssue of Economic Dicest, but its remarkabl concerned with ‘th tr 
cope is not there indicated. The author’ vhich it conceives to | ( to an en 
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or at least hopes that it came to an end—1in work which must one d brin ts owt 
1951. Part Li looks forward to ‘the return to rewards. 

a tree economy’, and gets down to the brass The Mining Jourr In Rev 1954, Lf 

tacks of steel, coal, gas and electricity, and Vinine Fow Lona 6 

agriculture: and concerns itself boldly with \s in previous years, this annual is a 
such problems as denationalisation, and complete referen book on metal in 

restriction and monopoly in private industry mining throughout the worl ft vell 
not forgetting restrictions by labour). It isa classified. and the essa iv technical pro 
courageous booklet. for it is by no means gress in th rious depa ifs Ol mining 
ertain that the political winds are blowing and on ndustries’ lance are al 


hat way: but it is also an intelligent piece ol admirable. 


PUBLICATIONS OF UNITED NATIONS AND SPECIALISED AGENCIES 


j Determinar , { } , / iid- Repo i ferna N"e¢ Def } Vie SurC- 
Prop Trend \ é Findu nen , os { f nd _ a ? 
Studies , f Rela ? elec? (nite \ ) Neu fork Vilar 19454 
Pon tion Char nd Feeono nd S availa H.A1. Stationer Office. | 
, tia? Population St f \ I lL nite 
i i ad 
Natior Veuw Lork i H.M livo Courvie { Far 1 14 


the existing scientific studies concerning t! 





relati ynships between population trends and Kcanomi Corns of Latir { Las 
economic and social factors. Its 415 pages ot \ York. 1954 ' f ETA. 
text are divided into three parts—introduc- Stationery Office: 175. 6d. 
tion and historical background; factors , 
aa ha ce sr ans! a ea aed 
re a Age . aie rset ee Economic Survey of Europe in 195 fig 
le It I , c < + i f 
addition, the volume contains a bibliography a Stud) J Econor D ibis t soutners 
i 3 Europe. Geneva, 1954 (available from H.M. 
Dias a PO ae Office: 1 oe 
Learhooh {I nd ler / Slat 1Q54 
Part 2: Trade. F.A.O. Rome, 1954 (available European Agriculture—A 8 ent of Prob- 
from H.M. Sta ery Off 175. 6d. len Geneva, 1954 tlak fy HAM, 
This is the fifth issue of the Yearbook. In Stationery Office ; | 
main, it follo the pattern of its pre- 
ecessors. but presentation as been con Innual Bulle Transport St LCE, 
siderably improve by giving r the fin Geneva, 1954 ailable f H.M. hioner 
nea st-war average, based on the three Offu Qs 
i! 1940-50, al 8) howing totals not 
yn r continent ilso for regions. In Quarterly Bu ) Steel Stat y Fu ope. 
addition to averages for 19 8 and 1946- Vol. V. No. 1, Geneva, M 1954 ( 
r e tables give annual data tor 1950. 1951 from H.A1. Stationery Off 75. bd 
and 1952. 
( npetitior bye é él {var 
f, ement ck , Eco n Tropice te a, 1954 (ava ie HAM. Statione 
{fri a United Vatior Ni } l 1QO54 Off r Qs 


12 j l 
Economic Bulletin for Europe, | 6, Ne if FAO 1952-5 Ro February 1954 
| Quarter 1959. E.CLE., Ge Va watlable from H.M. Stationery Of 25.6d.). 
IQ54 Available fr {.M ) ner 
Office. os. od Commodity Repor Ri \ 1. FAO, Rome 
Contains a special article n Europe's available — frear HM Stal ry Office, 
lrade in Agricultural Products. 1s. 6d, 














DUNLOP RUBBER COMPANY 


YEAR OF SOLID ACHIEVEMENT 


Che fitty-ftth annual general meeting ol 
the Dunlop Rubber Co. Ltd., was held 
on June 14 1n London. 

The Rt. Hon. Lord Baillieu, K.B.t 
c.M.G., Chairman, in the course ol his 
speech, said: Our results for the year 
1952 reflected two adverse factors, the 
first being the change that had taken 
place to a Buvers’ Market in this countrs 
and abroad, and the second the Inventor 
adjustments that had been necessary by 
reason of a very steep fall during the year 
in the prices of our principal ray 
materials, and in particular rubber. In 


the year 1953 trading generally was on a 
teadier basis with demand at a much 


nore normal level. In consequence the 
volume ol goods sold by the Group Was 
higher than in the previous year, but 
elling price reductions had the eflect of 
reducing slightly the turnover value ol 
goods sold from £250 million to £243 
million. 

During 1953 our raw material prices 
again fell, the price of rubber falling from 
27d. per lb. at the end of 1952 toa low 
price of 16d. per Ib., finishing at the end 
of the year at 17d. per Ib. Thus over the 
12 months there was a net reduction of 
rod. pel lb. This was a good deal | 
than the fall in the previous vear. but it 
nevertheless again created problems with 
Inventory adjustments. 

[ would emphasise that throughout the 
Group, selling prices are constantly under 


review, so that adjustments are made 
wherever costs and production volume 
permit. Our modest profit percentages in 
relation to turnover, the percentage. 
alter tax, for the year 1953, representing 
only 54d. in every £1 of sales. 

You will note in comparing our Profit 


rate In 1953 with that in 1g51 that 


although the rate before tax is lower, the 





Profit rate alter tax at 2.3 per cent is 
slightly higher than the 1951 rate of 2.2 
per cent. 

Qur overseas activiltise a again 

mtributed over sf r cent total 
Group profit. In 1952, vé 
markets became overste ‘ result 
of heavy shipments in the ear art 
the year and there vas a cor 
drop in the export rate of the industr 
ay hole. We have a ¢ lierent tal to tell 
this vear. Although in the earl nont 
ol 1953 cxperts were n cry la va 
the po ition ce? } pl 1} 
the dal ( t iT | ea ( 
acquire in 105 e! g 

rber 1} replace u | 
re sulte 1 in iow ct ore 1 } ay 
healthy level of demand. Con yuentl 
ou! exports in the con ali « 19 
showed a welcome improvement despite 
increased loreign competition, 

[ have mentioned on previou S< 
ions the intensive research and develop- 
ment work which we are continualh 


undertaking in relation to the ay 





l 


of new methods. Some examp! 


progress nade in 1953 are our Lubeles 
car tyres, “Extron’ conveyor belting 
*Fortiflex’ industrial ontainers first 
Inarketed arly im 1954), ‘Rubbaseal’ 
protective coating for motor Car and 


*Polimal’ emulsion for use in the textil 
paper, paint and cement industries. 
the demand tor tyres considerably 
improved in Ig5 
previous year. The high quality of 


Gold Seal car tyre. introduced in 1952. 
has fully justified our hopes. The vear 
1953 has been one ol vel SOLLG ache - 
ment So far this ear trading has con- 
tinued on a satisfactory basis 

lhe report was adopte 
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‘Lets choose Exeeutors 
and talk of Wills...’ 


So, according to Shakespeare, spoke King Richard II 
rather belatedly—when he felt his life to be in danger. To-day, 
also, there are many people who leave the drawing up of their 
Wills until they are impressed with a sense of urgency; others 
handicap their dependants by not making a Will at all, or by 


leaving one which is not fully effective. 


To find amongst one’s personal friends the ideal Executor is 
frequently no easy matter and, in any case, there is unfortun- 
ately no guarantee that such a friend, when found, will survive 
to complete his task. What is more, the duties and responsi- 
bilities involved are onerous, requiring much time and thought 
and also wide knowledge. Why then burden your friend —or 
your wife or husband—-when the expert services of the ‘Atlas’ 
can be secured at very moderate cost? Such an appointment 
will ensure not only that your Estate is administered with 
experience and invested with skill, but that it will be attended 


with continuity of service. 


Write / Yan € vplanat My 


ATLAS 


ASSURANCE 
COMPANY LIMITED 


92, CHEAPSIDE, LONDON, E.C.2 
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